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The Governing jBodj’, .composed of-16 Goverii^nt representatives, 8 repre- 
sentatives of management and 8 -tepresentatives of labour, which is the' 
executive council of the Organisation and exercises general supervision over 
the work of the Office and frames its budget.- ‘ , , 

.r/;c ItUcrnational, Labour Conference, which is a world parliament for labour, 
and social questions. Each national delegation to the’ annual meetings com- 
prises four delegates, two representing the Government, one 'representing 
• management, and one representing labourfeach of these three sections speaks 
and votes independently, so that all points of view find full expression. 


The Conference adopts minimum international standards which .are formu- 
lated in special international treaties called 'Gflnventions,~eiad in Recommendations. 
These are based on careful fact-finding and discussion. As a two thirds majority 
of the Conference is required for their adoption, they represent the general agree- 
ment of informed world opinion. Since the first Conference in 1919 the Conference 
has tidoptcd 67 Conventions and 73 Recommendations. These deal with hours 
of work, paid vacations, the protection of women and children, prevention and 
compensation of industrial accidents, insurance against unemployment, sickness, 
old age ard death, colonial labour problems, conditions of seamen, etc. The 
substantive provisions of the Conventions and Recommendations, together with 
other documents and information relating- to -international labour standards, 
have been brought together in a volume entitled The International Labour Code, • 
published by the Office in 1941. (Price S5r 15s.) 


The decisions of the Conference are not automatically binding. .Govern- 
ments must submit the Conference standards to their national legislatures. If a 
legislature accepts a Convention, the Government is bound to apply the Conven- 
tion and to submit an annual report showing how it is applying- it, which is 
scrutinised by special I.L.O. committees. 


^ TIio Philadelphia Conference in 1944 adopted a Declaration, affirming the 
primacy of the social objective in national and international policy. It also" 
at opted Reaimmendations concerning employment, social security,-and minimum ' 
stand.ird.s for colonml territories. 
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The idea of a "Tennesset 
scale has spread widely. T1 
it has acquired a meaning of 
from which it took its name. The T.V.A., after its first ten years, 
came to be looked upon both as a model and as a preliminary to 
wider developments elsewhere. In 1942, for instance, at a British 
Association Conference on agricultural reconstruction, a speaker 
advocated a "D.V.A. for the Danube Valley”, to provide electrical 
power, transport and irrigation. The Advancement of Science, 
recently published by the British Association discusses the same 
proposal: 

The application of this idea in the Danube Valley seems to have much to 
commend it. It presupposes a regional authority with clearly defined powers 
derived from the various central political authorities in whose territory it operates. 

... It would, however, only be possible for the countries of south-eastern 
Europe to carry out the sort of programme indicated at a very slow rate unless 
they could be assisted by some external agency. 

Similar proposals have been made for the Amazon and Yangtse 
Valleys. But some of the suggestions go much further and recom- 
mend regional development through a wider form of organisation. 
Mr. E. H. Carr in his book Conditions of Peace writes: "Side by 
side with a European Relief ... we shall need hardly less urgently 
a European Reconstruction and Public Works Corporation, whose 
task will be to get on foot such major wdrks of construction or re- 
construction as are too extensive and cover too wide an area to be 
handled by local initiative.” 

Other writers and speakers have urged the creation of a United 
Nations or a world development organisation. The Commission 
to Study the Organization of Peace, for instance, suggests that: 

... a United Nations development authority might be set up, working 
through regional authorities, to deal with economic development and the invest- 
ment connected therewith . . . Vice-President H. A. Wallace, in a speech in 
1942, said "there must be an international bank and an international T.V.A". 

In the Neiv Republic in 1941, Dr. Julian Hu.xley wrote: 

What is required is clear. It is the establishment of international organisa- 
tions for the development of various backward areas of the world. Concretely, 
we need at the verj’ outset an eastern European and an cast Asian development 
agency. 
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These quotations will suffice to show that an “international 
T.V.A.” is a conception that, in various forms, is receiving very 
wide support. 

In the development of the standard of living in our own time 
three things emerge clearly. 

1. That the strikingly large increases have occurred in the course 
of the last two generations, roughly 60 years, especially in countries 
which initially had a very low standard by comparison with Great 
Britain and the U.S.A. 

2. That the most remarkable gains have been made in those 
countries which have created or borrowed capital and acquired 
general education and technical knowledge to enable them to 
proceed beyond the primary to the secondary and tertiary indus- 
tries. 

3. That unless capital comes from outside, progress depends 
upon home savings. Without international assistance it is there- 
fore difficult for a region with a very low margin of existence and 
only a hand-to-mouth economy to make a productive start (the 
effects of which are cumulative). 

A flying productive start can be of immense benefit; and an 
international resource development authority can help to give 
that start and, for some time, to g;uide the subsequent course. 

Ever since, ten years ago, the brushwood was cleared away to 
make room for the first gigantic dam at Norris, the T.V.A. has 
attracted the interest and aroused the speculations of many minds 
in the worlds of science, technology, economics and government. 
Its work has been widely reported, and multitudes of experts have 
examined its operations on the spot. As the thousands of tons of 
cement were poured, and the tens of thousands of workers pro- 
gressed with their tasks, the T.V.A.’s aims and methods increasingly 
impressed observers. It was conceived on a great scale and its 
procedure was novel and resourceful. 

The Authority was established in the United States of Anfierica 
at a time of economic distress, in the gravest world-wide economic 
depression ever recorded. It came into being when governments 
were taking the desperate course of restricting production and 
destroying produce in the hope of restoring economic welfare. The 
T.V.A. represented an altogether different conception of the 
management of a modern nation’s economic resources: that of 
enterprise on a large scale, deliberately undertaken by the public 
authorities, with certain social and economic purposes clearly in 
mind from the beginning. It represented an economic policy of 
hope and expansion in which the Government would play a dynamic 
part. 
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As an organisation of the United States Government in an 
American setting, the T.V.A. has attempted to raise the economic 
level of a great depressed region and to develop integrally its various 
resources. The most spectacular as well as the most important 
single resource is water power. The T.V.A. therefore applied itself 
to harnessing the existing water resources in the unruly Tennessee 
River. The river has been tamed by a system of gigantic dams; 
it has been made almost completely fit for navigation as part of 
some 5,000 miles of inland waterways; and its tendency to destruc- 
tive flooding has been reduced. The waters that the T.V.A. caught 
and then spilled over a score of linked dams have been exploited 
to make vast quantities of cheap electric power, which has been 
distributed through non-profit-making municipal or co-operative 
undertakings, and its uses have been encouraged by educational 
methods. Especially valuable concentrated phosphatic fertiliser 
has been experimentally produced, and applied in widespread 
demonstrations, by means of which the farmers have been educated 
in better agricultural methods so as to increase their produce, 
diversify their crops and yet restore and conserve the soil. Rural 
life has been rendered both agreeable and productive. The T.V.A. 
has shown steady and active concern for the region’s forestry and 
mineral resources, for the promotion of agricultural and other in- 
dustries and for the health and general welfare of the people. 

In short, the T.V.A. was entrusted, not with a scheme based 
on the making of a profit, but with the establishment and execution 
of an integrated resources development plan, using specific un- 
developed or underdeveloped natural and human resources. It 
has fulfilled that trust, and fulfilled it well. Moreover, its operations 
have brought benefit to private industries and have even stimulated 
the sales and profits of the electric companies. 

The general interest aroused by the T.V.A. has not been confined 
to its aims. Its methods have also deserved special attention, since 
they constituted an attempt to fashion an administrative instru- 
ment adapted to its particular purpose, and unencumbered by 
traditional and possibly hampering procedures. The enterprise is 
public in ownership and management. No single private venture 
nor even a federation of private companies even if possessed of the 
necessary authority could have covered such a diversity of opera- 
tions, in sj-mpathy with the ends in view. Nor could private enter- 
prise, looking to profits, have found or risked the capital involved. 
The T.V.A. is democratic, in that it derives its statute from, and is 
financed by, a democratically chosen Congress and Executive, 
while its local operations have always depended on the free co- 
operation of local institutions. It is regional in the sense that it 
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was given' authority in, and responsibility for, an area two thirds 
^he sizfe^f England, which comprised portions and transcended 
th^' Bohridafie^ of. -seven States within the watershed — the valley 
* pf ' the Tennessee- River. It is decentralised. Administration was, 
yirith considerable autonomy, lodged in the Valley itself, and not 
conducted from. Washington, the distant capital of the country. 
It is a public corporation, enjoying wide delegated powers and many 
of the attributes of an ordinary business corporation, so that it may 
act both with responsibility and flexibility and in independence of 
customary controls by the central departments of the United States 
Government. It has received the financial resources — no less than 
600 million dollars — ^necessary to a unified plan of works (inclu- 
ding over 20 dams), the execution of which required a decade or 
more of continuous integrated building to yield the amplest econo- 
mic return of which technology was capable.^ 

It has already been pointed out that consideration of the prob- 
lems that peace may be expected to bring has spread the idea 
that there should be many “T.V.A.*s” in lands of undeveloped 
economy, aided where necessary by an international body. It .is 
important to know, then, what the T.V.A. is and what it has accom- 
plished and what its problems and difficulties have been; and 
to consider under what conditions and by what adaptation its 
experience may be applicable elsewhere, particularly in an inter- 
national setting. 


* For other discussions of the T.V.A., the reader may be referred to the vivid 
account by D. S. Lilibnthal (Chairman of the T.V.A.) in T.V.A.-Democracy 
on the March (New York, 1944); and the administrative survey by Professor 
C. H. Pritchett; The Tennessee Valley Authority (University of North Carolina 
Press, 1943). 
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CHAPTER I 


RETARDED DEVELOPMENT AND WASTING ASSETS 

The vital question, to which the Tennessee Valley Authority 
attempts an answer, is whether an industrious and capable people, 
though settled in a region which contains substantial natural 
resources, must continue to endure a low living standard. By what 
means is it feasible, if at all, to assist a people fairly rich in primary 
resources and available skills to achieve higher productivity and 
an increase in their level of consumption and possessions? The 
significance and worth of the T.V.A. derive from this principal 
object of enquiry, and from the predominant physico-economic 
and social characteristics of the Valley region which is their distinc-, 
tive setting. A brief review of these factors is therefore an indispen- 
sable stage towards fuller consideration of the T.V.A.’s various 
purposes, its many problems of function and method, and its not 
unimportant achievements. 

The Tennessee Valley is a great river basin draining a territory 
of 40,600 square miles, or four fifths the size of England; the river 
and its tributaries drain an area shaped like a butterfly, a thousand 
miles long with a very narrow waist and a maximum width of 
about 150 miles. The Valley, includes portions of seven States — 
Tennessee, Alabama, Kentucky, North Carolina, Virginia, Georgia, 
and Mississippi.^ In 1933 this Valley had a population of about 
3,000,000, mainly of English, Scotch, Irish and German descent; 
some 10 per cent, were Negroes. Nature had originally provided 
very considerable resources of soil, forest, water and minerals. 
These resources had been neglected and wasted, and to some extent 
had suffered destruction. What still existed, however, was of very 
considerable value. Though much was in danger of loss, much also 
was capable of rehabilitation. 

The signs of human welfare in the Valley were not encouraging. 
There was a percentage of rural population of 76.8 as compared 
with 43.8 in the nation as a whole. The gross value of farm products 

‘ The proportion of each of the seven so-called Valley States lying within 
the watershed of the Tennessee River is as follows: Alabama, 13 per cent. ; Georgia, 
2.7 per cent.; Kentucky, 2.7 per cent.; Mississippi, 0.9 i>er cent.; North Carolina, 
11.2 per cent.; Tennessee, 53.8 per cent.; and Virginia, 8.4 per cent. 
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per capita of farm population was $154 as compared with $362 for 
the whole of the United States.^ The standard of nutrition, both 
in quantity and kind, was extremely low*; educational provision 
was among the worst in the nation®; and certain key indices of 
mortality were serious.'* Yet the population rates were considerably 
higher than the average of the whole United States, The fertility 
rate was one third higher®; the size of the family was greater®; the 
number of dependants per family was considerably larger.* There 
was, as in most rural areas, an appreciable regular exodus of the 
young and able-bodied to employment opportunities, usually in- 
dustrial, elsewhere in the United States.® 

To restore this Valley to prosperity two things were needed — 
the conversion of its potential into actual resources, and the 
preservation and reconstitution of existing resources which were 
steadily depreciating and were still in danger of complete destruc- 
tion, Both these things could be done through the application of 
science, the vast resources of which were amply available; but 
the prime requirement was a spirit of enterprise and a form of 
administration appropriate to ensure success. 

The principal special resource of the Valley is its waterpower. 
The river falls rapidly from a height of 3,000 feet at its source in 
the Smoky Mountains (the highest range east of the Rockies) and 
the Blue Ridge Mountains to the point at about 300 feet where at 
Paducah, Kentucky, it enters the Ohio River, which then flows 
into the Mississippi. There is a heavy rainfall, ranging up to 80 
inches at some places and averaging 51 inches for the Valley as a 
whole, which normally ensures a swift flow; but it is a "flashy” river, 
and at the same season varies much in character from year to 

‘ In 1934 the average spendable income per person (farm and otherwise) 
was 5211 as compared with $486 for the United States. (Computed by the 
T.V.A. from Sales Management, Apr. 1935.) 

* In 1934 consumption fell short of the national average by 27 per cent, in 
white potatoes; 30 per cent, in hay; 45 per cent, in livestock; 77 per cent, in wheat; 
92 per cent, in oats, barley and rye. It exceeded the national average in com by 
25 per cent, and in sweet potatoes by 244 per cent. 

> Average expenditures per child between 7 and 17 were $23.35 compared 
with $68.02 in the United States as a whole. 

* There were 7.6 deaths per 100,000 from typhoid and paratyphoid, as com- 
pared with 3.9 for the United States; 79.4 per 100,000 from tuberculosis as com- 
pared with 63.2 for the United States. 

' In 1930, 531 children under five per 1,000 women of childbearing age, as 
compared with 391 for the United States. 

'Average number of persons, 4.6 compared with a United States average 
of 4.1. 

^ For every 100 persons of productive age (20-64) there were 122 dependants 
(people under 20 and over 60), as compared with 90 in the United States. 

' Nearly one half of the gainfully occupied people were in agriculture; 3.2 
per cent, in mining, chiefly coal; 16 per cent, in manufactures; 2,9 per cent, in 
construction; 6.4 per cent, in transportation and communication; 7.3 per cent, 
in trade; 5.4 per cent, in professional and public service; and 7.3 per cent, in 
personal service. 




Legend: .... 4 ft. to 6 ft.; 6 ft. to 9 ft.; MMI 9 ft. or more. Broken lines mean 

projects under construction and authorised by Congress. 
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year. The principal stretch of the Tennessee River runs some 650 
miles from Knoxville, Tennessee, to Paducah on the Ohio River. 
In that distance the fall is 500 feet; it is irregular, and at certain 
points precipitous. Properly harnessed, this great volume of water 
falling so heavily from one level to another can be the source of 
enormous electric power, and science has made it possible to utilise 
that power for the attainment of a generous variety of human 
purposes, for production and consumption. 

Water, however, is not the only resource of the Valley. The 
area was originally heavily wooded but a great deal of the forest 
had been cleared to make way for cultivation, and the timber was 
rarely replaced with anything like the speed with which it was 
consumed. The agricultural methods used and the crops produced 
were such as to destroy the soil, which was treated as an expendable 
mine rather than as a medium of production which ought to be 
maintained at least constant in its productive capacity, and if 
possible improved. Certain consequences had followed with all 
the rigour of nature’s punishment when her laws are not observed. 
The rainfall, coming precipitously in a region of hills and declivities 
and not being held by the leafage and roots of the trees, had swept 
away the soil, so that about one and a half million acres were cropped 
only intermittently owing to depletion, while four and a half million 
acres were on the decline and some 300,000 acres were practically 
destroyed. The top soil had gone into the river, silted it up, and 
made it less fit for navigation; the process known as leaching had 
taken the essential nitrogen out of the land. It was once said by 
Mr. Henry A. Wallace, then United States Secretary of Agri- 
culture, that "no civilisation has ever builded in so short a time 
what our forefathers have builded in America”; but it may equally 
well be suggested that no civilisation has in so short a time con- 
sumed and destroyed so much of the resources of the earth. But 
it is possible to apply remedies to this wasting asset, and not only 
to stop the decline of land resources but actually to develop and 
enrich them by proper treatment. 

Furthermore, the Valley had important mineral resources. 
These had already given a livelihood to more than three out of 
every hundred gainfully occupied people in the Valley, and offered 
prospects of considerably wider employment opportunities. 

That the conversion of the water resources into actual social 
benefits and the restoration and even increase of the soil resources 
can be achieved has been made manifest by scientists in the course 
of the past century. The scientific means are available to convert 
a silted, precipitous river, shallow in many places, deep in others, 
into a great stream navigable from its headwaters down to the 
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Ohio, and thence, because of the connection with the Mississippi, 
down to the Gulf of Mexico with access to all the ports of the world ; 
to take the crest from the floodwaters, which are a perennial threat 
and often a deadly danger to the cities on the river’s banks, by 
regulating dams; and to convert the falling water into electric 
power, and send it out in the service of mankind to a distance of 
250 miles, and much further still by interconnections with other 
systems. Anticipating the exhaustion of the soil, science and its 
experts can apply the appropriate remedies. They can restore the 
depleted soil by the application of phosphatic food; they can correct 
the damaging agricultural practices of a single crop economy of 
cotton or corn; and by diversifying the crops both restore the soil 
and produce a higher standard of living. Special equipment can be 
devised to conserve the soil and farm difficult hillsides. And, with 
navigation and electric power and new agricultural practices, an 
industry supplemental to the Valley economy can be encouraged, 
each different factor fitting into a balanced efficient pattern. 

In this Valley, the conditions of which have been thus roughly 
sketched, all these things were potential. Why, then, had they 
not become actual? The missing factor was enterprise — that is, 
the energetic, benevolent, and unified intervention of an agency 
which, grasping the possibilities and being interested in the social 
objectives and consequences, would apply knowledge to the prob- 
lem. Of course, in this Valley, as elsewhere, any person or persons 
with sufficient capital might have entered and undertaken the ne- 
cessary arrangements. The Valley was wide open to enterprise. 
There were, indeed, a number of private enterprises operating in 
the area; there were several electric companies, and one great 
aluminium manufacturing undertaking. There were a few private 
dams built to provide electricity. But private enterprise was a 
very incomplete, piecemeal and unco-ordinated method of develop- 
ment. The fertiliser manufacturers could not engage in farm de- 
monstration on an adequate scale; nor would this have promised 
to yield profits. The people in the Valley themselves were too poor 
to lift themselves out of their poverty unassisted. In general, they 
had hardly enough for comfortable living, let alone a substantial 
margin of savings which, accumulated, might have provided the 
investment capital for the extensive works necessary to develop 
the Valley’s abundant resources. 

Moreover, the Valley is divided in political jurisdiction among 
seven States and hundreds of local government units, cities and 
counties. None of these is charged with responsibility or authority 
for more than the fraction of the Valley that lies within its area. 
Nor were the boundaries of the States ever coincident with the 
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most appropriate area of economic organisation. Under the laws, 
it would have been extremely difficult, and probably quite im- 
possible, to create a single private enterprise which could, as a 
united organisation, have acquired and administered the water 
resources of the area as a unit. Yet the potential value of those 
resources could be developed to the maximum only if the inherent 
natural need for unity of plan and operation were respected. Any 
one State, or even several States, any one dty, or even all the cities 
together in joint association, any one private enterprise, or even 
many acting as a consortium, could have seen the opportunities 
and introduced the measures only in splintered fashion. The enter- 
prise necessary for developing the Valley had to be such as could 
see the Valley steadily, and see it whole. 

But the unification of vision and agency is by no means all. 
Of far superior import is purpose, the will to attain the social object- 
ives for the sake of all the people of the Valley, an interest that is 
keen, consistent and direct — that is basic, and not, as it might be 
in private enterprise, the casual offspring of a profit-making purpose. 
The region needed, at least for a time, some one to show solicitude 
and to assist it. That was the vital missing factor in its welfare. 

In 1935 the Government of the United States undertook this 
task of caring for the Valley. Congress passed a law setting up an 
agency — the Tennessee Valley Authority — to implement its interest 
in the people’s welfare within that Valley, by furnishing adequate 
capital for development, together with technical assistance, and 
by assuming a continuous responsibility for developing the resources 
both by direct activities and by instructing the local population 
ultimately to help itself. 

Forces Leading to the Establishment of the T.V.A. 

However, this solution was not easy to reach, nor was it seen 
or adopted by the genius of a single person at a single moment. 
For the problem grew piecemeal; or rather several problems were 
superimposed on each other and suggestion followed suggestion 
until a comprehensive answer was needed and found. It is essential, 
then, to glance at the movement of forces which led to the establish- 
ment of the T.V.A., since this deepens the appreciation of its 
significance. 

Five streams of tendency produced the T.V.A. The first was a 
local interest in the navigability of a short stretch of the river and a 
wider, but still local, interest in protection from floods in an area 
continually liable to them. The second was the national interest in 
electric power development. Thirdly, the policy of conserving 
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national resources led to the idea of an appropriate area of govern- 
ment with multiple and integrated purposes. Fourthly, the national 
defence plants, built in 1916 at Muscle Shoals, raised the problem 
of their further use. Fifthly, the economic depression, beginning 
in 1929, sharpened the already developing realisation that govern- 
mental economic planning was essential. 

Navigation 

Just above the city of Florence, Alabama, on a 37-mile stretch 
of the Tennessee River, lie Muscle Shoals. In that distance the 
river falls 134 feet and is bestrewn with natural obstacles which 
prevented traffic in an age when roads and railways were not avail- 
able as alternatives. As a consequence of Congressionally authorised 
surveys of nationally important roads and canals, the Federal 
authority in 1827 made a grant of land to the State of Alabama 
for the improvement of Colbert and Muscle Shoals for navigation 
by means of a canal. Many subsequent local demands for such 
assistance by Federal grants and new works were made to Congress. 
The deterioration of the railroads during the Civil War added 
urgency to the provision of river transport, while the United States 
Army Corps of Engineers observed that important manufactures 
could have developed out of the local deposits of minerals if naviga- 
tion had been improved. 


Flood Control 

Owing to- the location of the river basin in relation to the line 
of travel of the torrential downpours and storms, and the peculiar 
topography, there is a continuous likelihood of high, damaging 
floods. The time-honoured and very widely applied remedies for 
this were the abandonment of large areas of valuable land and 
other property and the building of levees. Here again, piecemeal 
activity in the lower reaches, without co-operation or co-ordinated 
works on the upper, could not adequately achieve the object sought. 
It began to be seen that the Mississippi, the Ohio and the lower 
Tennessee would have to be safeguarded by means of planned con- 
trols, more comprehensive and placed further back, and by a radi- 
cally different method of water control. 

Thus, for more than a hundred years before 1933, the improve- 
ment of the Tennessee River was an object of local and then na- 
tional concern. But the many schemes of river improvement, being 
mostly small and largely unrelated, were correspondingly inade- 
quate. In 1904 Congress authorised certain private interests to 
establish a dam at Hales Bar, finished in 1913, to canalise the 33- 
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mile stretch of the river below Chattanooga. The river was further 
improved by the Widow’s Bar lock and dam, authorised in 1916 
and completed in 1926. The Wilson dam, authorised in 1916 and 
completed in 1925, provided a first-class canalised waterway for 
15J4 miles over the Muscle Shoals. In 1914, 1922, 1925, 1927, and 
again in 1928, Congress authorised comprehensive surveys of the 
river. The survey begun in 1928^ and made, like the others, by the 
United States Army Corps of Engineers, is a magistral document 
to which, as will be seen, the T.V.A. later became much indebted 
for the basis of its own plans. This report, completed in 1930, led 
Congress to introduce in the Rivers and Harbors Act of 3 July 1930 
an authorisation for a 9-foot navigation channel project for the 650- 
mile stretch of river from Knoxville to Paducah, under which the 
Wheeler Lock was built by the Army Engineers. 

Thus, the broadening of concern from mere local interests to a 
national interest, the inadequacy of individual local and partial 
projects, the lack of private enterprise, drive and funds on a suffi- 
cient scale, were among the tendencies which ultimately produced 
the T.V.A. The need for a wider authority was shown by the in- 
creasing range of the interests involved. 

HydrodectricUy 

In 1891 the first hydroelectric plant was built in the United 
States, introducing a new factor in’ the situation. In 1890 general 
licence powers were vested in the United States Chief of Engineers, 
the Secretary of War and the Secretary of the Interior for the pur- 
pose of regulating the establishment of structures on rivers and 
rights of way in the public domain for bridges, canals, and irrigation 
reservoirs; the development of electricity was recognised as a 
subsidiary purpose. In 1898 an Alabama representative submitted 
a proposal to Congress for consent to the construction of an electric 
plant at Muscle Shoals by a private corporation. This franchise 
was granted by Congress to the Muscle Shoals Hydroelectric Power 
Company in 1899, but lapsed, partly owing to disputes between 
the Federal and State Governments regarding their respective shares 
of the charges to be paid by the Company for its privileges. A 
similar franchise was vetoed by President Theodore Roosevelt in 
1903, and again in 1908, on public grounds. For public opinion was 
developing emphatically against the unconditional alienation to 
private bodies of natural resources, especially waterpower, which 
held such promise for the daily welfare of the people. The grounds 
of this opinion were that resources either were not exploited at all 

* 7lst Congress, 2nd Session, House Document No. 328. 
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by private concessionaires or were not so planned as to give the 
maximum development of navigation or power, and so were lost 
to the public as a property which would help to defray the cost 
of navigation, flood control and other improvements. 

Nevertheless, local interests, like the Alabama Power Company 
(the parent company of the Muscle Shoals Hydroelectric Power 
Company) and political representatives of Alabama, one of the 
Valley States, still sought to secure waterpower concessions. 

f 

Conservation and Multi-Purpose Development 

Thus a local interest and resource emerged into the arena of 
national principle and policy regarding the whole community’s 
interest in its latent resources. At the turn of the century, the factor 
of conservation, or the planned preservation of natural resources 
which were being usefully exploited, and of integrated multiple 
purpose development entered the stream of tendencies. The “con- 
servationist” movement, beginning with a memorial to Congress 
from the American Association for the Advancement of Science 
in 1874, resulted in the creation of Federal administrative depart- 
ments to take care of the forests, to cope with drainage, irrigation 
and power^, and in many other subsequent measures down to the 
present time, including, indeed, the T.V.A. Linked with this move- 
ment was the recognition of the reciprocal value of the several uses 
of naturally integrated resources. For example, the United States 
Waterways Commission, charged with fostering co-ordinated devel- 
opment and administration of waterway systems, demonstrated 
the inseparability of problems of navigation, hydroelectricity, 
forestry, soil erosion and flood prevention, and related these prob- 
lems to the conservation of coal and iron. 

Again, a United States Army Engineers’ report of 1914® took 
a considerable step towards the idea of a public and integrated 
development authority by showing that, in the specific case of the 
area of retarded development around Muscle Shoals, the general 
prosperity would be greatly increased if its mineral, forest and 
agricultural resources were fully exploited by the use of the power 
now wasting in the Tennessee River. Raw materials would be 
used in manufactures; ore deposits could be profitably processed; 
fertilisers could be made at low cost in the vicinity of the field of 
use — provided the power supply were ample, continuous, permanent 

^ Among the many works of which the United States Reclamation Service 
was in charge was the building of the great Boulder Dam on the Colorado River 
(1928) and the Bonneville and Grand Coulee Dams on the Columbia River. Cf. 
U. S. Department op the Interior, Bureau op Reclamation: Reclamation 
Handbook (Conservation Bulletin No. 32, 1942). 

* 63rd Congress, 2nd Session, House Document No. 20, pp. 6-7. 
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and cheap. It was rare, after this report, to hear any opinion voiced 
except in terms of “the region” or "the basin”. Such an outlook 
raised other problems. What area should be envisaged within which 
to cope with the problem of the river ? Some thought in terms of a 
boundary line 250 miles each way from Muscle Shoals, since trans- 
mission lines were feasible over that distance. It was observed 
that the Reclamation Service acted on the theory that for its work 
of developing power and irrigation existing State boundaries must 
be disregarded. 

Again, it was insisted in Congressional debate that every phase 
of the water problem and of all interests and communities within 
an area widely conceived must be dovetailed; for example, floods 
on the Mississippi could be most effectively dealt with by holding 
back water in the tributary rivers. As for the agency which should 
undertake such work, it was observed that an economic commission 
was needed, permanent and not ephemeral, not political or partisan 
or academic, but compact, uniting representatives of the Federal 
departments most concerned and binding together in close articula- 
tion the attainable benefits of the specific plans of each department. 

This leads again to the Army Engineers’ report of 1930 — “the 
comprehensive plan ... for the complete development of the 
water resources of the Tennessee River for navigation, power 
development, and flood control”. This report presented two plans 
for development of the Tennessee River. The first was a combina- 
tion power, navigation and flood control plan requiring the con- 
struction of seven high dams at an estimated cost of approximately 
$250,000,000. It was contemplated that private interests would 
participate in the cost of these dams at least to the extent of the 
cost of power facilities. The second plan called for a series of 32 
low dams with locks at an estimated cost of $75,000,000, which 
would give only inferior navigation facilities, and would develop 
no power. The Chief of Engineers recommended this latter plan 
with authorisation to private interests. States or municipalities to 
substitute a high dam for any two or more of the low dams. As 
already mentioned, the project authorised in the Rivers and Harbors 
Act of 3 July 1930 for a 9-foot channel in the Tennessee River was 
based on the recommendations of the Army Engineers. 

All these develojpments were important; but for the transforma- 
tion of ideas, however sound and socially beneficial, into govern- 
mental action, a precipitating agent is needed. In the case of the 
T.V.A., this was the creation in 1917 of a Government nitrate and 
electricity producing plant at Muscle Shoals for war purposes and 
its consequential problems, and later the interest in economic 
planning developed by the great depression that started in 1929. 
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The Fertiliser and Munitions Plants 

The National Defense Act of 1916 included a section “to provide 
for the fixation of atmospheric nitrogen by the development of 
waterpower or any other means necessary to establish an adequate 
supply of nitrogen", and appropriated the funds for the necessary 
construction. The purpose was to make the nation independent 
of foreign sources of nitrogen in time of war. The proposal attracted 
the interest of various private economic groups. One group asked 
that after the war the plant should be used for the manufacture of 
fertiliser, and also that, as the power necessary to make the nitrogen 
would come from Muscle Shoals, the latter plant should be privately 
owned. Representatives of the farmers' interests warmly favoured 
the development of nitrates, hoping that the farmers might get 
cheap fertiliser; they were rather more in favour of the private 
utilities’ operating the scheme than the Government, alleging that 
they feared a domestic monopoly as strong as that of their former 
Chilean suppliers. There was a contest between a group of people 
who (not necessarily in deliberate relation to the Muscle Shoals 
problem) had introduced a Bill providing for complete public 
oivnership and operation of a hydroelectric nitrate-making plant or 
plants, while another group strenuously fought this proposal, which 
would have excluded Muscle Shoals from private business pros- 
pects. All the industrial groups concerned with waterpower, 
fertiliser and munitions, were strongly opposed to such Govern- 
ment enterprise. 

However, the powers which it was proposed the Government 
should receive were, in substance, granted. The United States 
Government was given the power to designate sites on navigable or 
non-navigable rivers for the exclusive use of the United States, 
and to construct and operate hydroelectric or other plants for the 
production of nitrate for munitions and fertilisers, and even, by an 
amendment, of “other useful products”. A proposal that the 
Government might sell surplus electric power as well as other 
useful products was decisively rejected by the Senate. 

Two nitrate plants were built in application of these powers. 
Nitrate Plant No. 1 at Sheffield, Alabama, was an experimental 
plant using the Haber process. It cost nearly $13,000,000 to build, 
and nearly three quarters of a million was spent on its operation 
before it was abandoned as useless. Nitrate Plant No. 2 at Muscle 
Shoals which, with its accessories, cost nearly $70,000,000, was to 
produce ammonium-nitrate by the cyanimid process. It began 
to produce in November 1918, a little late for the war, and after 
January 1919 was maintained in a stand-by condition. This plant 
was located at Muscle Shoals, where it was expected that the proper 
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hydroelectric installation would provide the tremendous amounts 
of power needed for full development. But speed was necessary, 
and so the Government contracted with the Alabama Power Com- 
pany to build a 30,000 kilowatt plant^ at its Gorgas Steam Plant 89 
miles away, while the Government itself constructed a steam plant 
at Nitrate Plant No. 2 to produce 60,000 and eventually 90,000 
kilowatts. To exploit the waterpower, the Corps of Engineers 
began in 1916 to prepare a scheme of combined navigation and 
waterpower construction activity. Dam No. 2, later known as 
Wilson Dam, was to be chief of a trio of dams, and the engineers 
concentrated on this. But the war ended before substantial con- 
struction had begun; appropriations from Congress were inter- 
mittent, and the dam was not completed until September 1925, 
when power began to be generated. 

At the end of the war, then, the United States Government 
had some assets and liabilities at and around Muscle Shoals. What 
was to be done with this property and the potentialities it repre- 
sented ? This problem was one factor which helped to precipitate 
the ideas already described, and others yet to be brought into 
account, and in the end to produce the T.V.A. 

Congress began to debate the problem of the disposition of the 
Muscle Shoals property in 1919, when the then Secretary of War, 
Mr. Newton D. Baker, proposed the establishment of a Government 
corporation to operate it. The purpose of the Baker Bill was to 
produce nitrogen products for sale to the United States Government 
for military purposes, any surplus to be made available to pro- 
ducers or users of fertiliser. The corporation was also authorised 
under direction of the President to operate the hydroelectric power 
plant which was then under construction at Wilson Dam, and to- 
use and sell the power there developed. 

This Bill, which was not passed, was followed during the years 
from 1920 to 1933 by a series of twelve other Bills relating to Muscle 
Shoals. In view of their proposals regarding fertiliser, all these Bills 
were referred to the Senate Committee on Agriculture. The Chair- 
man of this Committee, Senator George Norris of Nebraska, thus 
became responsible for dealing with them and some were initiated 
by him. His interest, quickened by his experience of rural life, was 
so strong and unflagging that he is sometimes known as “the father 
of the T.V.A.”. 

A much debated Bill, in 1924, came partly as a rejoinder to a 
remarkable offer which Mr. Henry Ford had made two years before 
— one of a number of offers made by power companies and industrial 
promoters for the acquisition of the power potentialities. Mr. Ford 

* This Government plant was later bought by the Company. 
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proposed to buy the Muscle Shoals nitrate property and steam 
power plants for $5,000,000, and to manufacture nitrogen and other 
fertilisers at a profit not exceeding 8 per cent. Moreover, he would 
complete Wilson Dam and construct the projected Dam No. 3 for 
the Government at cost price, and lease these dams and power 
plants for 100 years. The House of Representatives accepted this 
proposal, which was, in fact, backed by the strong influence of the 
American Farm Bureau Federation, anxious to have cheap fer- 
tiliser and indifferent to the method by which it was produced, 
even if this involved the surrender of great public resources. Senator 
Norris, however, was convinced by this time that his original belief 
in cheap fertiliser — he had proposed a Federal Chemical Corpora- 
tion — on a commercial basis was unfounded; and his 1924 Bill 
therefore included only authority for the production of power, 
while experimentation in fertiliser production was turned over to 
the Department of Agriculture as the best way of aiding the farmer. 
Elaborate provisions were also included to regulate the sale of 
surplus power, all in the direction of giving greater freedom of busi- 
ness initiative to the corporation. There were several counter- 
proposals and clauses were added designed to make a Government 
power corporation less dependent upon a single customer (the 
Alabama Power Company) by authorising the construction or 
leasing of transmission lines from the dam. By 1928, the two Houses 
of Congress came to an agreement on a Government corporation 
to engage in fertiliser experimentation and the sale of surplus power. 
The corporation was permitted to manufacture fixed nitrogen on a 
commercial basis, but the production of fertiliser was limited to 
experiment in order to avoid Government competition with the 
industry. The Bill was adopted on 25 May 1928, but was vetoed 
by President Coolidge. 

Throughout this period, there were frequent counter-proposals 
based upon the principle that the United States Government 
should lease the nitrate plants and the power plant to private agen- 
cies; usually a term was included within which such leasing could 
be effected. In 1931, the 1928 Bill, with some slight financial amend- 
ments and with a leasing section added to it, was accepted by Con- 
gress, only to be vetoed by President Hoover. The reasons given 
in the veto message are interesting. The President thought that 
competent management was not possible, seeing that Congress 
must intervene to secure democratic responsibility and that such 
intervention was bound to be damaging to the technical administra- 
tion of the enterprise. Secondly, he thought that the directors 
would be bound to have a political complexion, and would therefore 
be technically inept and certain to choose a staff on a political basis. 
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Thirdly, he was opposed to the Government’s entering into business 
competition in power manufacturing with its citizens, though he 
did acknowledge that there were many localities where the Federal 
Government was justified in coping with navigation, flood control, 
reclamation, or regulation of streams by constructing dams and 
reservoirs which were beyond the capacity or purpose of the capital 
available to private persons or local government. 

Social and Economic Planning and the Depression 

The fifth and final factor in the social situation leading up to the 
establishment of the T.V.A. was the idea of planning coupled with 
experience of distress in the great depression. Towards the end of 
President Hoover’s term he had already set up the Reconstruction 
Finance Corporation, and instituted the research committee which 
in 1933 published its report under the title of “Recent Social 
Trends”. The development of the idea of governmental planning 
of large regions or of the economic life of a whole nation was influ- 
enced by the world war, by European developments in the after- 
math, and by the idea of public works in the great depression.^ 

The Colorado River compact, under which seven States were 
to co-operate in a scheme for planned irrigation, water control and 
agricultural and industrial progress, was established in November 
1922 and accepted by Congress in December 1928, and led to the 
construction of Boulder Dam.* In May 1923 the State of Pennsyl- 
vania began a survey of the problem of "giant power” (published 
in February 1925) to relate a power policy with industrial, farm 
and railroad development. In May 1923 the Legislature of New 
York State established the Commission of Housing and Regional 
Planning, with wide powers of research, to study housing needs 
and to prepare plans to meet them. In its final report® this Com- 
mission said: “These new forces that have come in to dominate 
the future may be left free to alter the present mould without 
direction and without control. They may be directed towards a 
more effective utilisation of all the resources of the State and thereby 
profoundly affect the future movement of population.” 

The outlook and words of the New York Commission as well 
as the report of the Niagara Frontier Planning Board, established 
on 9 April 1925, bear a close resemblance to the Message with which 

1 Cf. Intbrnationai, Labour Office: Unemployment and Public Works 
(Studies and Reports, Series C, No. 15, Geneva, 1931), and Pub/tc Works Policy 
(No. 19, Geneva, 1935). 

® The method of solving the difficulties of the Colorado River States by 
interstate compact offers an interesting contrast to the establishment of the 
T.V.A. by Act of Congress. This subject is briefly discussed in Appendix IV. 

» Report of the Commission on Housing and Regional Planning, State of New 
York, 7 May 1926, p. 11. 
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President Roosevelt submitted the T.V.A. Bill to Congress on 10 
April 1933.^ Mr. Roosevelt himself became responsible for problems 
of power development and land planning on election to the govern- 
orship of New York State in 1928. In January 1931, prior to the 
establishment of a land policy for the State, he inaugurated a 
State-wide survey, the principal purpose of which was to secure that 
“every acre of rural land . . . should be used only for that purpose 
for which it is best fitted and out of which the greatest economic 
return can be derived”. 

The depression had plunged the United States into widespread 
and bitter distress, all the more painful because the public institu- 
tions for dealing with unemployment and business failure were 
hardly developed in any of the States and were practically non- 
existent in the Federal Government. Immediate and heroic mea- 
sures were necessary. Both Senator Norris and Mr. Roosevelt, 
who became political associates during the Presidential campaign 
of 1932, believed in the planned use and development of national 
resources for the benefit of "the forgotten man”. Mr. Roosevelt 
had spoken in favour of regulating electric power utilities by means 
of public ownership, of conservation and reafforestation. 

After touring the Muscle Shoals area with Senator Norris and 
power and electricity experts in January 1933, he outlined the 
scope and particulars of his plans for the area to the press, describing 
the project as a great experiment, which might provide 200,000 
jobs. He hoped that schemes similar to this, “the most interesting 
experiment a Government has ever undertaken”, might be estab- 
lished in other areas. He believed that this multiple purpose pro- 
ject would be self-sustaining. "Hitherto”, he said, “the Govern- 
ment has attacked the various factors in a piecemeal way. Now 
is the time, I feel, to tie up all the various developments into one 
great comprehensive plan within a given area.” 

At the time of the passage of the T.V.A. Act, the conflict of 
interests and political opinion was tempered by the universal per- 
ception that the Government must step in with public works in a 
situation where there was so much distress. The depth of that 
distress itself produced a notable degree of confidence in Govern- 
ment enterprise. Yet certain basic differences of opinion and tradi- 
tional habits of mind still constituted an opposition, even if it were 
unexpressed, or temporarily held in reserve. 

The Character and Purposes of the T.V.A. 

The T.V.A. Act was passed on 18 May 1933. No single docu- 
ment expresses the spirit and nature of this enterprise better than 

» Cf. p. IS. ■ 
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President Roosevelt’s Message of 10 April 1933, asking Congress 
to pass the legislation: 

The continued idleness of a great national investment in the Tennessee Valley 
leads me to ask the Congress for legislation necessary to enlist this project in the 
service of the people. 

It is clear that the Muscle Shoals development^ is but a small part of the 
potential public usefulness of the entire Tennessee River. Such use, if envisioned 
in its entirety, transcends mere power development; it enters the wide fields of 
flood control, soil erosion, afforestation, elimination from agricultural use of 
marginal lands, and distribution and diversification of industry; in short, this 
power development of war days leads logically to national planning for a com* 
plete river watershed involving many States and the future lives and welfare of 
millions. It touches and gives life to all forms of human concerns. 

I therefore suggest to the Congress legislation to create a Tennessee Valley 
Authority — a corporation clothed with the power of Government but possessed 
of the flexibility and initiative of a private enterprise. It should be charged with 
the broadest duty of planning for the proper use, conservation and development 
of the natural resources of the Tennessee River drainage basin and its adjoining 
territory for the general social and economic welfare of the Nation. This Author- 
ity should also be clothed with the necessary power to carry those plans into 
effect. Its duty should be the rehabilitation of the Muscle Shoals development 
and the co-ordination of it with the wider plan. 

Many hard lessons have taught us the human waste that results from lack 
of planning. Here and there a few wise cities and countries have looked ahead 
and planned. But our Nation has "just grown". It is time to extend planning 
to a wider field, in this instance comprehending in one great project many States 
directly concerned with the basin of one of our greatest rivers. 

This in a true sense is a return to the spirit and vision of the pioneer. If we 
are successful here we can march on, step by step, in a like development of other 
great natural territorial units within our borders. 

In this Message to Congress, the concern for the social welfare 
of the people of the Valley is evident, solid and genuine. There is 
already included a prevision of achievement and of the kind of 
governmental instrument necessary to its purposes. The Authority 
came into practical being as soon as the Statute was passed; its 
first corporate meeting was held on 16 June 1933. 

It is an agency of the Federal Government of the United States 
of America, established in the form of a corporation, governed by 
a board of three directors*, appointed by the President of the United 
States with the advice and consent of the United States Senate. 
Its organisation is peculiar, and especially interesting in that the 

» Cf. p. 10. 

* The first three directors were Mr. Arthur E. Morgan, a hydraulic engineer 
and formerly President of Antioch College; Mr. Harcourt Morgan, an agricul- 
turalist and President of the University of Tennessee, and Mr. David E. Lilienthal, 
a lawyer and member of the Wisconsin Public Service Commission. The first- 
named was chairman from the beginning of the Authority until his removal by 
the President in 1938. Mr. Harcourt Morgan was chairman from 23 March 1938 
to IS Sept. 1941, when Mr. Lilienthal was appointed. The place of Mr. A. E. 
Morgan on the Board was filled by the appointment of Mr. James P. Pope, a 
former Senator, as a director on 12 January 1939. 
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corporation has a clear local responsibility and a given area of 
government, and is locally resident in the territory of its adminis- 
tration. It is not, like ordinary agencies of the United States Govern- 
ment, housed in Washington and responsible for a. single sector 
of national life, but is responsible for multiple purposes and a com- 
plex of related resources as they concern the one particular region. 
It has considerable freedom of operation, naturally within limits 
fixed by the law, which specifies responsibility of various degrees 
to the Federal authority — that is, the President, some of the depart- 
ments, and Congress. In order that it may the better attain its 
objectives, the Authority is, as will be seen, freer than the regular 
administrative departments from certain controls exercised by 
agencies within the administration branch itself and by Congress; 
but it is by no means entirely free. It reports to Congress; its ac- 
counts are “audited” by the Controller-General; its capital and 
operating expenses have, with small exceptions, been voted annu- 
ally by Congress, and its financial procedure and operations have 
been settled by that body in considerable detail. It has of set demo- 
cratic purpose co-operated with the States and the local units in 
the Valley, and also with the local branches of the Federal Govern- 
ment departments which have functions cognate to its own in 
order to avoid overlapping and to concentrate, for the Valley’s 
benefit, the best technical assistance available. Further, although 
it was open to the Authority to carry out the development by 
giving contracts, it deliberately chose to work through its own 
direct labour force, thus making it an employer, at its highest 
peak, of something like 40,000 employees.^ 

The purposes and scope of the Authority’s power are defined in 
the preamble to the Statute: 

To improve the navigability and to provide for the flood control of the Ten- 
nessee River; to provide for reforestation and the proper use of marginal lands in 
the Tennessee Valley; to provide for the agricultural and industrial development 
of said Valley; to provide for the national defence by the creation of a corporation 
for the operation of Government properties at and near Muscle Shoals in the 
State of Alabama, and for other purposes. 

The body of the Statute amplifies and specifies these powers. 
The Authority was given, first, direct executive power to construct 
dams and reservoirs in the river to provide a channel 9-foot deep; 
to promote navigability and flood control, bearing in mind the 
impact of the Tennessee on the Mississippi drainage basin; to 
operate the dams or reservoirs primarily for these purposes, and, 
consistently with them, to develop electric energy which might be 

^ Boulder Dam was built by the Six Companies, Inc., for the Bureau of Recla- 
mation. 
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sold with preference to public bodies and co-operative organisations 
of citizens or farmers organised on a non-profit basis; to promote 
rural electrification; to make fertilisers and demonstrate improve- 
ments in farm economy; to furnish nitrogen for national defence. 
Secondly, in addition to this, the Authority was to have a planning 
power “to aid further the proper use, conservation and develop- 
ment of the natural resources of the Tennessee River drainage 
basin” and adjoining territory; and "to provide for the general 
welfare of the citizens of the said areas”. But these were not direct 
planning powers; they depended on recommendations to the Presi- 
dent of the United States who could then recommend the. necessary 
measures to Congress. For the rest, the T.V.A. was to depend for 
its effectiveness on education and persuasion based on the value 
of its research and the assembling and furnishing of technical ex- 
perts who could lead, guide and advise. In the exercise and inter- 
pretation of these and of other powers instrumental and incidental 
thereto, the activities of the Authority have been extended in 
breadth and detaih 

As will be seen later, the spirit of enterprise in which this venture 
has been undertaken challenges the belief so persistently voiced 
that public authorities cannot be expected to show initiative, in- 
ventiveness, persistence and the technical capacity to master the 
problems involved in industrial and commercial undertakings. 
The Authority's own recognition of the responsibility for enter- 
prise placed upon it, and its own perception of the kind of enter- 
prise required are well stated in its Annual Report of 30 June 1936, 
under the heading "A New Kind of Pioneering”: 

To compress into a few words what the Authority is doing and is attempting 
to do, it may be said that the facilities of the controlled river are being used to 
release the energies of the people. The pioneer of a century and a half ago could 
get his living from the new land with axe, rifle and plough. The pioneer of the 
present day has available a heretofore underdeveloped resource — the poten- 
tialities of running water — with which to secure in modem times the equivalent 
of what his ancestor found ready to hand in the late eighteenth or early nineteenth 
century. He must tame water so that it will not wash away his land or inundate 
his home; he must have it available when it is needed to carry his goods; he must 
take power from it to lighten his burdens and to turn an otherwise valueless rock 
into a valuable plant food. He must put back into his land, as his pioneer ancestor 
did not have to do, the equivalent of what he takes out of it. 

He cannot achieve all these things by individual effort but he can achieve 
them if he acts through his governmental agencies, national. State, and local, 
and in voluntary co-operation with his neighbours. The principle involved is 
not new: it is as old as the postal service, the army and the navy, or the pioneer 
custom of co-operative bam raising. The degree of common action now found 
necessary is not the result of a governmental mandate; it is determined by the 
nature and extent of the problem. 



CHAPTER II 


THE TAMING OF THE WATERWAY 

All the powers and potentialities of the T.V.A. have their source 
in the dams and the chain of lakes made by them as they hold 
impounded the rains and the tributary waters. 

The Authority's first and fundamental responsibility was to 
build the dams; its first problem was whether they should be low 
or high, for this involved the issue whether the generation of power 
should be included. In its 1930 survey^ the Corps of Engineers 
of the United States Army had provided the basis of planning and 
operations upon which the Authority drew heavily. Two alternative 
plans were available, supported by the investigations and recom- 
mendations of the Engineers. One plan, which focussed its attention 
on navigable depth alone, provided for 32 low-lift dams that would 
provide a narrow navigable channel not nine, but about six feet 
deep. This would have had no value for flood control, would have 
subjected river traffic to erratic levels at the piers, and, of course, 
would have produced no electricity. The second plan envisaged 
the construction of seven high dams, which, together with those 
already existing at Wilson Dam, Lock No. 1, and Hales Bar, would 
give the depth required, and would have the additional advantages 
of flood control and of permitting the production of electric energy, 
as well as helping to regulate the navigable depths in the Lower 
Ohio and Mississippi Rivers. The Authority chose the latter alter- 
native, although its estimated cost was very much higher. 

Although the Authority emphasised navigation and flood con- 
trol as its primary purposes and the production of electric power as 
incidental, there is no doubt whatever that the spirit of enterprise 
in the Authority, in the Chief Executive of the United States and 
in the legislators who had enacted the Statute was most power- 
fully moved'by the very substantial electricity potentialities. Many 
nations, indeed, regard the latter as quite as appropriate a purpose 
of governmentally encouraged economic development as naviga- 
tion, flood control, and fertiliser experiments, but it happened that 
under the American constitutional system such a development 


» Cf. p. 7. 
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must be undertaken as incidental to interstate river control. All 
the powers assigned to the T.V.A. constitute a set of clearly inte- 
grated purposes, which are designed to, and actually do, help each 
other. Most of the immediate benefits to the Valley, however, 
must derive from the abundant hydroelectric power capable of 
being released by the Authority’s activities. 

Shortly after the passage of the Act, the President, by Executive 
Order^, placed the construction of the first of the dams. Cove Creek 
(later known as Norris Dam), in the hands of Mr. A. E. Morgan, 
the first chairman of the Authority (and engineers under his direc- 
tion), on the understanding that the work would be done by and 
through the Tennessee Valley Authority, that is to say, by its own 
labour force and engineers. Further, the Authority took over re- 
sponsibility for the maintenance and operation of Wilson Dam, 
which had been constructed by the Army Engineers. Later, in 
October 1933, the construction of Wheeler Dam was transferred 
from the Army Engineers to the T.V.A. and the plans expanded 
by provision for the production of electric current, in order to in- 
crease employment. 

Thus the Authority was launched on its career of taming the 
river. There may have been in the mind of the T.V.A. directors 
the unified plan which included the total number of dams required 
to satisfy the responsibilities imposed by the Statute. Congress had 
no such plan before it; it did not vote a lump sum of money at the 
beginning to cover such full development, but only a sum of 
$50,000,000 in the first year*, and it required the Authority to come 
year by year for piecemeal appropriations, on each occasion justify- 
ing the steps foreseen. By 1935, the T.V.A. was clear in its own 
mind regarding the scope and magnitude of its task. Congress, 
however, which had by then lost some of its initial devotion to the 
purpose, demanded a long-term survey of the Authority’s plans, 
and in an amendment to the Statute of that year directed that the 
Authority should report not later than 1 April 1936 its recommen- 
dations for the unified development of the Tennessee River System. 
In this report are outlined the chief problems to be faced by the 
Authority and its proposals for meeting them. 

Unified and Integrated Buieding 

The construction of a dam is not merely the problem of pouring 
so m any tons of concrete into the river at a given place. A compre- 

1 Order of 8 June 1933, Section 17 of the Statute gave the power to construct 
Cove Creek to the Secretary of Wa'r or the Secretary of the Interior; but iJie 
President might direct either of them to employ such engineers as he designated. 

® In fact, in the first and second years, T.V.A. appropriations were assigned 
by the President from a very large vote for emergency puiposes. 



20 


THB T.V.A.: INTERNATIONAL APPLICATION 


hensive process of planning has to precede the decision where, 
when, and how to build. The multiple uses — ^navigation, flood 
control, electricity and malaria control by fluctuation of the water 
level — are in contest for the water of each and all the dams. The 
land which has to be bought may be very valuable for agricultural 
purposes; roads and railways may cross it, and cities and villages 
may be built on it. Hence, a balance of the economy to be produced 
by the dam must be struck against the economic waste caused by 
the inundation, and the site may perhaps have to be reconsidered. 
This means careful adjustment of site and level of the taking line, 
with the aid of air jnapping and stream-flow prediction. In due 
order of time, the land must be surveyed and bought, and families, 
and even churches and cemeteries, must be relocated. 

The T.V.A.’s policy has been to take its own labour force and 
equipment from dam to dam, and work of a similar kind must be 
so scheduled that equipment and men may go on in due progression 
from one dam to another. This requires a continuity of operation, 
and therefore a continuity of financing. 

To take one example only, and that a medium work: Chicka- 
mauga Dam, completed on 15 July 1940, required the following 
operations: 


Operation Unit Total 

Dam construction 

Excavation (north embankment) Cu. yd. 275,003 

Eardi fill (north embankment) " 709,828 

Excavation (south embankment) “ 507,475 

Earth fill (south embankment and switch-yard).. . " 1,628,586 

Slope protection (crushed rock blanket and riprap). " 270,853 

Excavation (N. Chickamauga Creek Divers) " 483,664 

Excavation (lock, spillway and powerhouse) " 467,530 

Concrete (lock) " 207,684 

Concrete (spillway) " 108,678 

Concrete (intake, powerhouse, and misc.) " 179,006 

Foundation grouting (cement) Cu. ft. 1,695,000 

Land acquisition for reservoir Acre 63,151 

Preparing reservoir for impoundage " 6,033 

Highway adjustments Mile 82 

Railroad adjustments' “ — 

Utility adjustments " 27 

Cemetery removal Grave 425 

Family removal Family 903 


Height of dam: 129 feet. 

Length of dam: 5,794 feet, including two eartji embankments, totalling 4,384 
feet, and 1,410 feet of concrete works. 

^ Small amount of slope-protection work only. 

Making its plans in times of peace, the Authority had looked 
to the building of some ten dams by the end of 1943. But after 
1939, and more especially after the entry into the war of the United 
States, the need for power for defence and war production (in 
particular, aluminium) caused the Federal Government, through 
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the War Production Board, the War Department and the Federal 
Power Commission, to propose additional responsibilities for the 
Authority in regard to rapidity of action and the building of steam 
plants, and led both to the speeding up of the execution of the 
Authority’s unified plan and to the construction of additional 
dams outside the plan. 

Purchases from the Tennessee Electric Power Company brought 
within the T.V.A.’s system Hales Bar Dam, Great Falls Dam on 
the tributary of the Cumberland, and three dams on the Ocoee 
River. Furthermore, five dams belonging to the Aluminum Com- 
pany of America on the Little Tennessee River have been included 
in the operation of the T.V.A. system, though the ownership re- 
mains with the Company. 

Thus, by 1943, the T.V.A. was master of the integrated opera- 
tion of some 29 dams — 24 of its own, completed or nearing comple- 
tion, and the five Alcoa dams under its control. A table showing 
the characteristics of the system of dams is given later.^ 

Navigation 

The part that a fully navigable Tennessee River would play in 
the inland waterway system of the United States was evidently a 
great one. The Authority foresaw that its work would be a con- 
tribution to the largest inland waterway system in the world, with 
the possible exception of the fully developed Amazon. The Valley 
area would be connected by 9-foot channels with Pittsburgh and 
cities on the Great Lakes, including Chicago, as well as with the 
Gulf ports. The possibility was constantly borne in mind of co- 
ordinating navigation on the Lower Tennessee with that on the 
Ohio, Cumberland and Wabash ’Rivers by a dam on the Ohio 
River at the mouth of the Cumberland, a dam across the Tennessee 
near its mouth, and a connecting channel between the Tennessee 
and Cumberland Rivers, so as to provide something over SSO miles 
of continuous navigable water on a single level. It was known that 
a patchwork development might never result in a completely 
navigable channel. 

While the full 9-foot draught over the whole 652 miles of the 
river awaits the completion of all the main river dams about 1944, 
already in March 1943 there was a continuous and commercially 
useful channel from the mouth of the Tennessee River to Chatta- 
noop, Tennessee, a distance of 464 miles. Below Chattanooga, a 
minimum depth of 6 feet was available throughout the year, and 


* Cf. Appendix II, table II. 
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depths of 8 and 9 feet for a considerable portion of the time.* Com- 
mercial traffic on the river grew from approximately 22 million ton- 
miles in 1933 to 100 million ton-miles for the year 1941. Products 
such as wheat, pig iron, automobiles, petroleum, clay, iron, steel, 
timber, coal and coke, and more recently raw materials for arma- 
ments, were moving along the river deep into the Middle West.® 

As soon as the Authority realised that its dam building progress 
was bringing it within measurable distance of traffic problems, 
it began to survey its responsibilities for the provision of terminal 
and other facilities for the exploitation of the new resources. Private 
companies- became interested in industrial and terminal sites. The 
Authority took into consideration the problem of tolls at terminals 
and the conditions of leases for terminals, surveyed the area for 
possible users of the river, and carefully considered the joint ques- 
tions of highways supplemental to the river and the arrangement 
of railway and other freight rates, which affected the exploitability 
of river transport. In 1938, there was established a Tennessee 
Valley Waterways Conference, representing the municipalities 
located on the river, and the Authority has supplied this Conference 
with research results which, it is expected, will ultimately lead to 
the arrangement of a unified system of terminals for public use. 
Traffic estimates have been made, and also attempts to ascertain 
the commerce that might be transported economically on various 
types of barge lines; and the T.V.A. collects and disseminates 
information for the use of public agencies and others interested in 
utilising the river. In 1940 the Authority undertook a traffic survey 
of 3,700 business concerns and other shippers and receivers of 
freight. It was estimated that in 1945 there might be some 2,600,000 
tons of traffic on the river, with an annual saving on freight charges 
of about $3,450,000 and in 1960 some 6,173,000 tons, with a saving 
of $8,000,000. 


Flood Control 

In planning the height and location of the dams, and therefore 
the water storage made possible by them, the Authority has looked 
back many decades for data on floods, in order to find some basis 
of prediction. The height of the floods at various points on the 
Tennessee and on the Mississippi are its index of the total amount 
of water to be held back, and of the points at which that water is to 
be impounded in order to benefit the threatened places immediately 

* in Hearings, House of Representatives, Independent Offices Appro- 

pnation Bill for 1942, p. 448. r , i- vv 

*.The management of the river for navigation requires the Authority to make 
special silt studies, prepare navigation charts, and dredge the river. 
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below. Without entering into technicalities, it may be said that 
the Authority has successfully used the most efficient technical 
means, and has made a full appraisal of its responsibilities by means 
of thorough surveys of the Mississippi^ in order to calculate how 
many million acre-feet of water taken from the river in flood will 
reduce the peak in terms of feet of water at various threatened 
points. The value of the Authority’s flood control was first appreci- 
ated in 1936. In a flood in March 1936 it was estimated that Chat- 
tanooga had been saved some $750,000 by control operations at 
Norris Dam, and on four occasions in 1937 the Dam reduced flood 
heights around the same city by an amount varying between 3 and 
5 feet. The desperately threatened city of Cairo, Illinois, which 
protected itself from the flood by mud-boxes on top of the flood 
wall, was probably saved a loss of some $15,000,000 by the opera- 
tions of the T.V.A., which reduced the crest of the flood by almost 
half a foot and thus prevented the dyke from breaking. There were 
similar benefits all along the river. 

In the middle of 1936, when calculating the probable value 
against costs of the Gilbertsville ^now the Kentucky) Dam, the 
largest of all the Authority's projects, the.T.V.A. made a study of 
the value to the alluvial valley of the Mississippi, from Cairo to the 
Gulf, of the reduction of flood heights by 2 feet.® If a 2-foot measure 
of reduction were secured, there would then be a 3-foot margin on 
the levees.® A very wide survey was made of all the properties 
liable to flood damage — cities, railways, highways, unprotected 
marginal areas, backwater areas, floodways, protected agricultural 
areas — and allowances were made for levee maintenance and the 
reduction of damage from seepage. Widespread discussions were 
undertaken with all the groups concerned, public and private, 
Federal and local. Calculations based on various reasonable criteria 
showed that the reduction of flood height by 2 feet could be reason- 
ably appraised at a capital cost of something over $380,000,000, to 
which the T.V.A.'s contribution by the Kentucky Dam was con- 
servatively estimated at the value of $200,000,000. In the light of 
subsequent floods in 1937 the calculations were amply confirmed. 
There is no doubt whatever about the remarkable contribution, 
present and future, of the Authority to the control of floods in this 
river system. How much the effect of each dam depends on the 
cumulative effect of all the dams may be seen from the T.V.A.'s 

^ For technical details, cf. 76th Congress, IstSession, House DocuinentNo.455: 
Presidential Message on Value of Flood Height Reduction from T.V.A. Reservoirs. 

* Ibid. 

* The levee is the time-honoured method of banking back the waters. There 
are 1,600 miles of levees along the Mississippi. They actually force upwards the 
flood heights. 
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chief engineer’s statement in 1939 that with half the total money 
spent only IS to 20 per cent, of the flood control expected had so 
far been obtained.^ 

Development OP Electricity Operations 

The development of the electricity operations of the T.V.A. is 
reserved for full treatment in subsequent chapters, but it is relevant 
at this point to draw attention to two direct consequences of the 
construction programme: (a) the magnitude of the installed elec- 
tric capacity, and (&) the great economies which come about through 
the complementary operation of the T.V.A.’s system of dams, 
mainly hydroelectric power, and the steam-generating plants of the 
private producers who are neighbours of the T.V.A. 

With regard to the first point, by the middle of 1943 the T.V.A. 
had in service some 1,640,000 kilowatt capacity, including steam 
plants; and on completion of the work authorised it would have 
some 2,846,000 kilowatt capacity^ of which about a quarter would 
be steam-generated. With regard to the second, several arrange- 
ments have been made to achieve maximum utilisation of power 
resources. The steam plants are not as heavily burdened by demand 
at night and on Sundays as during the day and can produce surplus 
energy. The T.V.A. takes some of the surplus steam energy and so 
can reduce generation at its plants, and meanwhile impound sub- 
stantial amounts of water in its reservoirs for subsequent use. This 
is particularly important as the opportunity of impounding water 
is variable, for the river is “flashy”. In times of heavy demand this 
impounded water can be released to meet the requirements of both 
steam and hydro systems. The result is that steam units with in- 
terruptable supply can be assisted; economies are possible in break- 
down, in emergency reserves; less plant has to be used because the 
call on each plant is diversified, and there is provision of emergency 
service in case of flood. Of course, this complementary operation 
adds to the difficulty of managing the, three main purposes of the 
system of dams. An electric "grid” of considerable importance is 
therefore being constructed. A 154 kw. double circuit transmission 
line, 175 miles long, constitutes the most important tie between 
the major systems of the north and of the south. It is capable of 
transferring from one area to another as much as 200,000 kilowatts. 

* The most recent development in flood control is a report made by the Author- 
ity concerning the protection of Asheville and the Upper French Broad River 
Valley, proposing storage reservoirs supplemented by a levee. No power produc- 
tion is feasible. The scheme would cost something over $8,000,000 and the tan- 
gible benefits (f.e., increased values of land and other property owing to security) 
were estimated at a total of $9,000,000. 

* But some installations were held in abeyance by the War Production Board 
in order to divert materials to other war uses. 
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Management of the Several Purposes 

According to the Statute (Section 9a), the storage of the unified 
system of lakes formed by the dams must serve three principal 
purposes, of which navigation and flood control are primary, and 
the production of electricity incidental. The latter is only legally 
possible in so far as it is incidentally compatible with the first two. 
This threefold responsibility in water control operations requires 
the most careful and considered planning.^ For one thing, the 
stored water must be released down the length of the river at the 
dry season of the year when the natural pools are low in order to 
maintain the navigable draught, and this involves previous storage. 
To allow for flood control, the waters must be held back at some 
times, and released in the intervals between the crests of the flood. 
Furthermore, in order to secure a substantial basic generation of 
firm electric power with the maximum use of equipment and con- 
tinuity of supply, the impoundments of water must be spilled off 
through the turbines accordingly.* Finally, the management of the 
river is further complicated by the need to vary the level of the river 
periodically in order to destroy mosquito larvae and thus prevent 
malaria; this involves notifying and consulting in advance various 
interests affected by the raising and lowering of the river. 

In the process of thus managing the several purposes, a funda- 
mental stage is the prediction of rainfall. This is one example of the 
co-operative arrangements which the T.V.A. makes with other 
governmental agencies. In this case the United States Weather 
Bureau furnishes the T.V.A. with predictions of rainfall, and the 
United States Geological Survey co-operates with the T.V.A. in 
the maintenance of an extensive network of rain and stream- 
gauging stations, furnishing daily reports. 


* The Authority set up the appropriate internal committee arrangements to 
fulfil its obligations. Since 1937, responsibility for controlling the operation of 
the reservoirs has been delegated to its Water Control Planning Department, 
subject to the approval of the chief engineer. Cf. "Multiple Purpose Reservoir 
Operation", by N. W. Bowden, Principal Hydraulic Engineer, T.V.A., in Civil 
Engineering, May-June 1941. 

^ A spilling of water may mean a loss of power, and consequently some of the 
T.V.A.’s power sales are "secondary", i.e., liable to interruption; some is actually 
"dump" power, to be sold at any price, since water must be released. 
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MAKING ELECTRICITY AND ACQUIRING MARKETS 

When, in 1933, the Tennessee Valley Authority began opera- 
tions, it was in possession of the power facilities at Wilson Dam 
and the steam plant at Muscle Shoals. In the course of the first 
year of its operation, the Authority disposed of 395,842,000 kilowatt 
hours, mainly by sales. In the year 1942, it sold 5,983,369,534 
kilowatt hours, the product of 18 dams and 12 steam plants. In 
1933, its revenue from power sales was $833,669; in 1942 it was 
$25,214,207. It is important to observe that the sales of 1933 had 
less than doubled by 1938 — up to that year the T.V.A. had a finan- 
cial deficit^ — and that only from the year 1939 was there the beginn- 
ing of a very sharp expansion to the considerable total and profits of 
1942. Naturally, the chief explanation of this gradual development 
to 1939 lies in the rate of completion of the dams supplying electric 
power®, but contributory factors were the retarding effect of litiga- 
tion, and the time required to develop organisational momentum. 
The expansion in the course of some eight years must be regarded 
as truly remarkable, seeing that the Authority leapt from a very 
small start to being one of the five largest electricity concerns in 
the whole United States. 

The principal problems confronting the T.V.A. were: (1) the 
establishment of a policy, especially in relation to the power com- 
panies already in the field; (2) the elimination of legal obstacles; 
(3) the securing of direct access to customers by its own transmis- 
sion system; (4) encouragement of the acquisition of the local 
markets by municipalities and co-operatives; (5) the pursuit of a 
power sales policy, taking into account considerations of price, 
control on resale by its own distributors, and consumer education. 
The practical solution of these problems was a most exacting task 
successfully carried out against heavy opposition. Development 
is reviewed below in relation to each of these problems, one by one, 
though it must be remembered that they can only be severed in 
theory, since all of them together, in varying measure, confronted 
the Authority from the moment it began operations. 

* Cf. the AnnualfReports of the T.V.A.; and Appendix III, table III, 1. 

* Cf. Appendix III, table III, 2. 



MAKING ELECTRICITY AND ACQUIRING MARKETS 


27 


' The Establishment of a Policy 

The T.V.A. had very ample scope in its programme of power 
utilisation development, since the average consumption of electri- 
city in its area was about 600 kilowatt-hours per residential cus- 
tomer, and only in a few places had a keen promotional policy been 
followed. The Tennessee Valley had 4.1 electric lights in farms 
compared with the United States average of 13.4 in farms. Con- 
siderable powers to generate electricity and sell the surplus, after 
the fulfilment of certain obligations, were given to the Authority. 
Once it has provided for navigation and controlling floods, it may 
go on to generating electricity; and when its own need for electricity 
has been satisfied, the surplus may be sold. The Authority was 
faced by at least two great difficulties: first, it operated in an area 
served by many utility companies and faced severe competition; 
and, secondly, there was the possibility that the powers vested in 
it by the Statute in respect of electricity were unconstitutional, 
and therefore liable to challenge and perhaps to invalidation, at 
the instance of the utility companies. Both of these factors retarded 
the Authority’s progress. 

However, the Authority attacked its first problem, that of 
general policy, immediately, and by August 1933 it had produced a 
policy, which included the following points': 

(1) The business of generating and distributing electric power is a public 
business. 

^2) Private and public interests in the business of power are of a different 
kind and quality and should not be confused. 

(3) The interest of the public in the widest possible use of power is superior 
to any private interest. Where the private interest and this public interest con- 
flict, the public interest must prevail. 

(4) Where there is a conflict between public interest and private interest 
in povrer which can be reconciled without injury to the public interest such recon- 
ciliation should be made. 

(5) The right of a community to own and operate its own electric plant is 
undeniable. This is one of the measures which the people may properly take to 
protect themselves against unreasonable rates. Such a course of action may 
take the form of acquiring the existing plant or setting up a competing plant as 
circumstances may dictate. 

(6) The fact that action by the Authority may have an adverse economic 
effect upon a privately owned utility should be a matter for the serious considera- 
tion of the Board in framing and executing its power programme. But it is not 
the determining factor. The most important considerations are the furthering 
of the public interest in making power available at the lowest rate consistent 
with sound financial policy, and the accomplishment of the social objectives 
which low-cost power makes possible. The Authority cannot decline to take 
action solely upon the ground that to do so would injure a privately owned 
utility. 


^ Annual Report, 1934, p. 24. 
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Points 7 and 8 express the Authority’s intention initially to 
confine itself to certain regions, including large and small cities, 
and later to go outside this area if the privately owned utilities in 
the area did not co-operate in the working out of the programme, 
or wherever special considerations, like unreasonably high rates for 
service and failure to protect the public interest, so required. The 
statement of policy then proceeds as follows: 

(9) Every effort will be made by the Authority to avoid the construction of 
duplicate physical facilities or wasteful competitive practices. Accordingly, 
where existing lines of privately owned utilities are required to accomplish the 
Authority’s objectives, as outlined above, a genuine effort will be made to pur- 
chase such facilities from the private utilities on an equitable basis. 

(10) Accounting should show detail of costs and permit a comparison of 
operations with privately owned plants to supply a “yardstick" and an incentive 

. to both private and public managers. 

(11) The accounts and records of the Authority, as they pertain to power, 
would always be open to inspection by the public. 


The Authority immediately set to work in accordance with its 
policy to market the power produced at Wilson Dam. It made con- 
tracts with the Commonwealth and Southern Corporation and 
its subsidiaries in Alabama, Tennessee, Georgia and Mississippi. 
At this stage, the power distribution programme of the Authority 
was carried out by agreement, mainly over the transmission lines 
of private power systems. The Authority quickly proceeded to the 
construction of its own transmission system. Forms of contract 
were worked out with the distribution system, relating to the rates 
for wholesale supply by the Authority, and the detailed conditions 
under which the contractor was required to sell the electricity to 
consumers and to conduct his concern financially and otherwise. 
The Authority proceeded also to the encouragement of local co- 
operative power associations in various areas, large and small, as 
self-governing non-profit corporations. 

The Elimination oe Legal Obstacles 

By the middle of 1934, the power companies realised that the 
T.V.A. intended to go beyond the generation of electricity and its 
sale to themselves, and that it regarded with favour the desire of 
local communities either to purchase a private utility’s distribution 
facilities, or to set up one in competition. They therefore took the 
stand, first, that it was impossible to sell any part of their own sys- 
tems without making the remainder uneconomic; and, secondly, 
that if the Authority could not purchase the whole of their systems 
on terms satisfactory to them, they would enjoin fulfilment of cer- 
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tain contracts made by the Authority with cities and companies, 
on the grounds that the T.V.A. Statute was unconstitutional. 

In 1934, five suits were pending against the Authority. Among 
then] were an appeal to the Alabama Public Service Commission by 
coal and ice companies to invalidate the T.V.A. contracts with the 
Alabama Power Company; another to enjoin the Tennessee Public 
Service Company from selling properties around Knoxville to the 
T.V.A. Soon other companies followed suit. They sought, and some 
obtained, injunctions restraining financial aid by grants and loans 
from the Federal Emergency Administration of Public Works, 
popularly known as the Public Works Administration^ to cities 
seeking to purchase or construct power plants. Some alleged false 
representations, attempted boycotts, and unfair competition by 
the T.V.A. One suit sought restraint of a city from contracting to 
purchase electricity from the T.V.A. The city of Knoxville itself 
had voted in March 1936 to construct its own system and purchase 
from the T.V.A. : it was enjoined. It was in the midst of such opposi- 
tion® which gravely slowed up its operations and involved consider- 
able financial expenses and loss that the Authority proceeded. 
But the Authority was upheld by the courts in a series of judg- 
ments culminating in complete vindication of its powers and the 
constitutionality of the Statute in 1939 in the case known as "The 
18 Companies Case" {Tennessee Electric Power Co. vs. T.V.A.).^ 


^ The work of this agency terminated on 30 June 1938. 

^ The Authority’s operations were much retarded and its expenses increased 
by litigation. To 30 June 1938, the T.V.A. had been attacked on constitutional 
grounds in 41 cases, of which 22 were primarily against municipalities or co- 
operatives. Direct defence expenses amounted to $518,159; wholesale power 
revenues lost by delay amounted to nearly $5,500,000, and consumers' losses, 
from not buying at the T.V.A.’s low rates, are estimated at $7,702,100. Cf. 76th 
Congress, 1st Session, Senate Document, No. 56, Report of the Joint Committee 
Investigating the Tennessee Valley Authority, 1939, pp. 65-66. 

® The details of the litigation are of interest only in relation to the Constitution 
of the United States, and would have little bearing on conditions that might arise 
elsewhere. Readers interested in this aspect of the T.V.A.'s development may be 
referred to the relevant literature. Here, however, two points need mentioning. 
First, the courts upheld (o) the T.V.A.'s encouragement of municipalities and 
co-operatives in seeking to set up their own distribution systems; (b) the T.V.A.’s 
co-operation with the municipalities and the Public Works Administration to 
secure the offer of grants by the latter to the municipalities and co-operatives 
to enable them to set up their own distribution systems (by the time the court was 
seized with the case in the autumn of 1938, the P.W.A. had made contracts and 
allotments for loans and grants to 23 municipalities in Alabama, Mississippi and 
Tennessee, amounting to about $14 million for the construction of municipal 
systems); (c) the legality of the acts of the T.V.A. regarding their statutory basis; 
(a) the constitutionality of statutes establishing and empowering the T.V.A.; 
(e) the legality of the generadon of electricity at T.V.A. dams and the consistency 
thereof with navigation, flood control and national defence; and (/) the propriety 
and constitutionality of the T.V.A.'s methods of disposing of its electricity. The 
principal cases were Ashwander vs. T.V.A,, 297, U.S. 288 (1936); Tennessee Elec- 
tric Power Co. vs. T.V.A., 21F, Supp. 947 (1938); and 306 U.S. 118 (1939). Cf. 
H. N. Marteli.: "Legal Aspects of the T.V.A.”, in George Washington Imw Review, 
1939, pp. 983-1012. 
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Direct Transmission to Customers 

At the beginning, the Authority necessarily sold a large volume 
of its power to the great private power companies in the vicinity 
who owned transmission lines and practically all the local distribu- 
tion facilities: the Alabama Power Company, the Georgia Power 
Company, the Tennessee Electric Power Company and the Mis- 
sissippi Power Company. In the fiscal year ending 30 June 1936, 
for instance, the power sold by the Authority at Wilson Dam went 
in the following proportions to the various customers: 

■ 

Per cent, of total 
power sales 


Municipalities 6 A 

Co-operative associations 3.8 

Electric utilities 88-5 

Industries — 

Direct sales 1.3 


Total 100.00 


Now, the fulfilment of the Authority’s policy of making abun- 
dant electricity available at low prices depended upon its ability 
directly to serve the final distributing agencies. Its necessary pro- 
cedure therefore came to be, first, to build and acquire its own 
transmission lines, to avoid becoming dependent on one or two 
large private companies (mainly the Alabama Power Company) 
which would then have been in a monopolistic position.^ The policy 
of- ownership of its own transmission system was also beneficial 
because any economies effected in costs could be transmitted to 
the public in prices; and in fact, the T.V. A., by its own independent 
research work, was able to produce and itself install rural lines 
much more cheaply than business had hitherto done, yet providing 
perfectly adequate and reliable service. 

Municipal and Co-operative Undertakings 

The fullest beneficial development of T.V.A. power operations 
could be achieved only if the T.V.A. were assured of the local 
markets, that is to say, if distribution in the cities were under 
municipal management, and in the rural areas under the co-op- 
eratives. Pursuant to this view, the T.V.A. was friendly to these 
bodies, even to the point of assisting them to acquire distribution 
systems of their own, though these might compete wth the existing 

‘ The effect of this factor may be observed in sales in 1935. Cf. Appendix III, 
table 111, 2, A. 
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private distribution systems — not that the T.V.A. pursued a policy 
of duplicating, but there definitely was a conflict of interest. This 
was ultimately resolved by the T.V.A. system acquiring, in various 
ways and by agreement, the distribution systems of the whole area. 
It should be remembered that the Statute required the authority 
to sell its power to States, counties, municipalities and non-profit 
organisations in that order of priority, and individual citizens and 
other consumers were the residuary purchasers only after these 
had been satisfied. To implement this stipulation, the Authority 
lent its good offices to the movement for public acquisition and for 
the establishment of rural non-profit organisations. 

Certain consequential problems then arose, especially that of 
the financing of the undertakings required by the cities and the co- 
operatives. As for the former, there were loans and grants from the 
Public Works Administration; as for the latter, the Rural Electri- 
fication Administration (established in Washington by the Federal 
Government) provided a large proportion of the capital required. 
This question is discussed at greater length in a later chapter.^ 
Here it may merely be said that up to 30 June 1942, of the approxi- 
mately $90 million required, public bonds had provided about 
two thirds, loans from the R.E.A. about one fifth, loans made by 
the T.V.A. about one twentieth, and theP.W.A. and theW.P.A. 
one tenth. . 


The Power Sales Policy 

By 1938, the removal of all legal obstacles opened out wide 
possibilities to the Authority. Thereafter it proceeded, in co- 
operation with the Public Works Administration, and by negotia- 
tion with one utility after another, to acquire both transmission 
properties and outlets for sale.* By 1941, the Authority had become 
almost wholly responsible for the generation and transmission of 
electric power in Tennessee, and in considerable parts of Missis- 
sippi, Alabama and Georgia. The successive stages of this purchase 
policy and the acquisition of ever more customers is set out in a 
table, showing the growth of the T.V.A.’s capacity, the growth of the 
transmission system, the number of public agencies acting as dis- 
tributors, customers, etc. The net result was the increase in the 

* Cf. Chapter XII. 

* The largest single purchase was from the Tennessee Electric Power Com- 
pany, a subsidiary of the Commonwealth and Southern system. The Company 
sold to the Authority, municipalities and co-operatives, for $78,600,000, a system 
covering 140,000 customers in the two great cities of Nashville and Chattanooga 
and in 23 smaller cities and 11 co-operatives. Included in the properties acquired 
were five dams (cf. Chapter II, p. 21) and a number of steam plants, though 
the Courts have never pronounced on the constitutionality of the T.V.A.’s 
producing power by steam generation. 
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sale of kilowatt hours from less than half a million in 1934 to nearly 
6,000,000 in 1942; the increase of retail customers from about 6,000 
to nearly 500,000; while 5,000 miles of transmission lines and 5,000 
miles of rural lines had been installed by the T.V.A. A more complete 
and exact display of the T.V.A. ’s growth in terms of its capacity, cus- 
tomers, distribution systems, etc., is to be found in Appendix III, 
table III, 2. 

The Authority proceeded in its quest for a market with energy 
because it wished, as it said in its Annual Report of 1936, to apply 
the principles of mass production and consumption to this problem 
in the Valley, in a way which had proved successful in a number 
of private industries in the United States. It saw that the essential 
element in mass production was a progressive decrease in' unit 
cost — the more items produced, the less the cost of each item; 
and in the matter of electricity there was still abundant possibility 
of decreasing costs and increasing consumption, although private 
enterprise in the field of electricity supply appeared to be unwilling 
to make drastic cuts in advance of wider use. Nor was this all. 
The spirit inspiring the T.V.A. Statute was concern for the rural 
population. Here was a possibility of doing the maximum amount 
of good in terms of improving the ease and comfort of farm fami- 
lies, both in their living and in their productive activities, and it 
was precisely here that the private utilities, owing to the trouble 
involved and small rate of return, had been disinclined to attempt 
to develop their business, and thereby the countryside. Indeed, 
by 1936, analysis of operations by nine municipal and co-operative 
systems procuring power from the T.V.A. had verified the T.V.A. ’s 
conviction that a drop in price, the use of what in England is called 
“promotional rate”, did in fact promote higher consumption and 
better revenues. 

Breaking the Vicious Circle oe High Prices and 
Low Consumption 

Since the war of 1914-1918, many electricity systems have 
experimented with a variety of rates and methods of charge, with 
the idea of developing the maximum use of electricity, which in' 
itself leads to a consequential reduction of electricity rates. The 
T.V.A., uninhibited by certain financial considerations which affect 
private enterprise in electricity and which had certainly retarded 
progress in the Tennessee Valley, undertook from the beginning a 
policy of daring reduction of rates, confident on the basis of its own 
estimates that the results aimed at would be achieved. Resale 
prices, therefore, were proposed to the municipalities and other 
public agencies taking electricity from the Authority, which many 
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critics believed to be either ruinous or subsidised. In fact they were 
neither, and when the period of litigation had been successfully 
passed and the Authority had a free run, so that there was no arti- 
ficial limitation on the demand for its product, the wisdom of its 
resale policy became evident. An enormously increased consump- 
• tion followed; the consumers benefited from the very large reduc- 
tion of rates; and the municipalities and other public agencies, 
especially the urban agencies, were able to make handsome sur- 
pluses. Furthermore, the influence of the Authority’s policy was 
clearly visible on the companies in the vicinity and elsewhere, 
for they adopted a cognate policy with the same results, namely, 
reductions in price and considerable increases in consumption with 
an accompanying increase in profits. 

This result was achieved by the combination of t^vo forces: 
careful attention to cost of production, and diligent promotion of 
sales. In regard to the cost of production, the Authority could 
organise the building of dams and the installation of generating 
machinery to secure the maximum economies on a long-term basis, 
thanks to its scheme of unified development permitting of the con- 
tinuous use of equipment and labour experience on successive dams. 

Industrial Sales 

The policy of the Authority in connection with the sale of 
power and encouragement of the use of electricity in the area pre- 
sents interesting features, of special importance in the develop- 
ment of a backward area. The figures of kilowatt hour sales for 
1942 show that municipalities take 39.2 per cent., co-operatives 4.7 
per cent., temporary rural requirements 0.1 per cent, (for dam reser- 
vations, or pending co-operative or municipal operation), industrial 
customers 40.3 per cent., private utilities 11.0 per cent., inter- 
departmental deliveries 4.5 per cent., and sales to governmental 
agencies 0.1 per cent. A similar analysis made in 1938 would have 
shown a strikingly large percentage of deliveries to industrial con- 
sumers — a little over 50 per cent. — especially in comparison with 
those consumers given preference by the Statute, of whom munici- 
palities took only 9 per cent, and co-operatives just under 5 per 
cent. The Statute, however, empowers the Authority to sell to 
industrial consumers, on the sound basis of improving the system 
load factor; and until the development of municipal and co-oper- 
ative markets reaches the stage of complete absorption of the 
T.V.A.’s power, not only will the Authority benefit by selling to 
industrial users, but the municipalities and co-operatives must also 
benefit as a result of a more economical use of the Authority’s pro- 
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perties. Also the economic life of the whole nation benefits by the 
lowering of manufacturers’ production costs made possible by sell- 
ing power which would otherwise go to waste. 

The T.V.A. began selling to industrial consumers in May 1936, 
but not substantially until 1937. Industrial contracts vary in term 
from five to twenty years, with provisions for options and cancella- 
tions by either side. The companies are given terms reasonably 
designed to safeguard their capital investment. Up^ to the 
time of the war, the public agencies entitled to preference had 
never suffered shortages from the sales to industrial customers, at 
any rate, at the price at which the T.V.A. was able to supply. The 
new war demands were so large that the T.V.A., as already noticed, 
was spurred on by the Defense Departments and authorised by 
Congress to produce more power.* The Congressional Joint Com- 
mittee Investigating the T.V.A. of 1938-1939® reported that al- 
though there had been charges that the T.V.A. had been unduly 
favourable to the industrial customers, the charges were absurd, 
and concluded that the rates and contracts conformed with the 
requirements of the T.V.A. and were advantageous to the Authority. 
The problem does still remain, however, whether the T. V.A. would 
not have had much more of the supply taken up by various "public, 
non-profit’’ customers, for example, rural co-operatives, if it had 
been able to charge lower than cost. Universal experience of elec- 
tric supply shows the extreme difficulty of defining cost to any 
particular customer, yet the T.V.A. Statute requires supply at not 
lower than cost.® 


CoNTROLLEP Resale Rates 

The Authority sells at wholesale rates, and these are the rates 
most closely related to its own cost of production and transmission 

* Cf. Chapter II, p. 21. This was accomplished not by legislation adding to 
or amending T.V.A. powers, but by means of further financial provision in the 
annual and supplementary appropriations. 

* Cf. Chapter XII. 

* There are two stipulations in the Statute which, all in all, permit considerable 

elasticity of selling policy, so that rates favourable to rural co-operative develop- 
ment would seem to be well within the power of the Authority. Thus, Section 
14 says: ‘To make the power projects self-supporting and self-liquidating, the 
surplus power shall be sold at rates which, in the opinion of the Board, when 
applied to the normal capacity of the Authority’s power facilities, will produce 
gross revenues in excess of the cost of production of said power . . . ”. Secondly, 
Section 11 of the Statute requires "that the projects herein provided for shall be 
considered primarily as for the benefit of the people of tiie section as a whole and 
particularly the domestic and rural consumers to whom the power can economic- 
ally be made available, and accordingly that sale to and use by industry shall be 
a secondary purpose, to be utilised principally to secure a sufficiently high load 
lactor and revenue returns which will permit domestic and rural use at the lowest 
possible rates and in such manner as to encourage increased domestic and rural 
use of electricity". , 
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to the points at which municipalities, co-operatives and industrial 
consumers can take the power over into their own distribution 
systems. But, as the T.V.A. observed in a very early Annual Report, 
by far the greater part of the cost of electricity in the home and on 
the farm consisted of costs of distribution.'^ If the benefits of the 
Authority’s operation in the Valley were to be passed on to the 
consumer, therefore, the contract offered by the T.V.A. must state 
the resale rates. Hence, the T.V.A. contracts provide certain 
standard resale rates estimated by the Authority to be reasonable 
on its analysis of costs of distribution, with lower rates as the earn- 
ings of the distributors increase. A definite procedure is laid down 
in the contract for the disposal of surplus revenues, the basic prin- 
ciple being that the distribution of electricity will be conducted 
without profit to any one except the ultimate consumer. The con- 
tracts make provision for operating expenses and fixed charges, 
including, of course, the properly regulated repayment of the debt 
incurred in the purchase or building of the system, the remaining 
surplus to be applied to (a) the construction of extensions, (6) repay- 
ment of debt before contracted maturity, with the consent of the 
T.V.A., and (c) further reductions in rates. As the T.V.A. says in 
its Annual Report of 1941, “These provisions assure retail customers 
in the Tennessee Valley that the rates they pay will continue to be 
among the lowest in the nation”. 

Encouraging Sales 

The weightiest factor in the remarkable expansion of the T.V.A. 
electricity sales was the promotional policy adopted, which brought 
home to a rather poor, suspicious and fairly unsophisticated body 
of people, especially in the rural area, the advantages of electricity 
to the point of inducing them to set up distribution systems and 
to make contracts committing themselves to purchase so much 
electricity over a number of years. This was less necessaiy in 
regard to the cities than to rural areas; first, because practically 
all the cities had electricity, even though they did not own their 
own distribution systems; and secondly, because the use of electri- 
city for lighting, for the radio, for cooking, and for various home 
and workshop appliances was well known. In the cities the problem 
was chiefly whether the citizens could raise their civic spirit to the 
point of taking action for their own benefit in terms of price and 
consumption — that is, of establishing their own distribution sys- 
tems. But in the rural areas a vastly different problem confronted 

/ See also H. Finer: Municipal Trading (London, 1941), for comparative 
British experience. 
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the Authority. Congress had directed it "to promote and encourage 
the fullest possible use of electric light and power on farms . . . 
(and) to construct transmission lines to farms and small villages that 
are not otherwise supplied with electricity at reasonable rates”. 
Furthermore, the President had devolved upon the Authority the 
responsibility for seeking ways of developing the resources of the 
Valley and contributing by studies, experiments and demonstra- 
tions towards the general welfare of the area. 

When the T.V.A. began operations, it found that in 1933 only 
one farm in 28 received electric service. By 1939, one farm in 7, 
and at the end of 1940 one in 6, was taking electricity. This import- 
ant change has come about by reason of four things: the estab- 
lishment of electric co-operatives, the development of low-cost 
rural lines, the financing of the co-operatives by the Rural Electri- 
fication Administration^, and the adoption of electric retail rates 
no higher for rural than for urban consumers. The T.V.A. has 
taken its responsibility to the rural population very seriously 
indeed. The fact that one of its directors is a local man is not -with- 
out importance in this regard. The Authority recognises the value 
of rural life as a social factor; that the drudgery of the farm and 
its low income may cause a further drift towards the cities; and 
that the latest gifts of science and technology ought to be used in 
order to lighten and make more productive the toil of the farmer. 

However, if one farm in six now has electricity, five out of six 
still have not. It is am issue of public importance whether lower 
charges and more sales to the rural population would not have been 
more justifiable than the large sales to industry, even though the 
latter is in a position (though not compelled) to pass on the benefits 
of its own reduced costs of power supplied by this great public 
enterprise. 

The T.V.A. had to make the farmers electricity-conscious, and 
to induce them to form rural electric co-operatives. In order to 
avoid legal obstacles to development, the Authority, assisted by 
the Rural Electrification Administration, drafted legislation for the 
purpose of permitting co-operative electrical associations on a non- 
profit membership basis to come into existence. The States of 
Mississippi, Alabama, Tennessee and Georgia soon passed the 
necessary legislation. The Authority then proceeded to interest 

‘ This organisation was set up by the Federal Government in 1935 to assist 
the development of electrification in rural areas all over the United States. 
Its funds are drawn from Congressional appropriations and it is currently lending 
money to co-operatives at about 2.46 per cent., with guarantees and conditions 
of repayment suited to each individual project. For example, the R.E.A. requires 
each member of the co-operative to lay down a membership fee of SS, and that 
all easements shall have been obtained, or permission for rights of way promised. 
For a more detailed discussion of its activities, cf. Chapter VII. 
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the social and political leaders and the officials of the counties in 
which it was proposed to set up co-operatives. The newspapers in 
the area carried information regarding the electricity operations of 
the T.V.A. At least as effective a contribution was made by the 
county extension agents^ and assistant county agents of the United 
States Department of Agriculture; the fact that they move about 
the area in their business of encouraging agricultural improvement, 
gives them easy access to present their views. At a certain point, 
it was suggested that a meeting of all the interested parties should 
be called, at which T.V.A. officials would e.\plain the rights and 
obligations, the rates of wholesale purchase and retail resale. On 
the Authority’s side, there must be regard for the number of con- 
sumers and the density of the area covered by the co-operatives. 
The co-operatives vary from 700 to some 2,000 residential and 
commercial customers together. 

The local co-operative association is composed of a number of 
consumers and these elect their own board of directors, numbering 
5 or 7, or 15, and voluntary officers consisting of a president, vice- 
presidents, secretaries and treasurer, for the most part unpaid. 
Each association appoints and pays an attorney and a project 
superintendent. The R.E.A. requires the submission of the pro- 
posed officials for approval, in order that it may secure the appoint- 
ment of the most competent, or at least be able to give counsel as 
to where competent people could be obtained. 

In order that a co-operative may not be rashly established, the 
T.V.A. provides instructions in what it calls its Rural Electrifica- 
tion Survey Plan. By following these, its officials can discover 
whether there will be an adequate and sufficiently persistent demand 
to repay the costs of the rural electric distribution lines and the 
day-by-day supply of current. They are instructed that the mere 
use of electricity on the farm for light and radio will be insufficient 
to provide a profitable distribution system. The Authority’s regula- 
tions and instructions guide in considerable detail the discussion 
of local possibilities, in order that there may be no mistake on either 
side as a result of eagerness on the part of T.V.A. officials for addi- 
tional business, and on the part of the co-operative for a new toy, 
a new pleasure, or an insubstantial bargain. When the local volun- 
tary canvassers, working under the chairman of the committee 
elected locally, make their tabulation of likely customers, this is 
checked by the appropriate employee of the T.V..^., the feasibility 
is determined, and the location of lines is mapped. The Authority 
has to consider the economic capacity of the district, the rates 


» For the “Extension System", cf. Chapter IV. 
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•which ought to be charged, and the question of rights of way for 
the lines. At one time, the contracts division of the T.V.A. Depart- 
ment of Power Utilisation made a survey of the proposition; more 
recently, the T.V.A. and the Rural Electrification Administration 
have set general standards for area-wide projects, and surveys are 
made in accordance with them in the same manner as before. 

T.V.A. Power Contracts 

The T.V.A., as already indicated, makes a power contract -with 
the co-operative. Such contracts are standard. As the Statute 
requires, they hold for a maximum of 20 years. They provide for 
a wholesale rate and binding resale rates. Amortisation is stipu- 
lated. Until recently, the Rural Electrification Administration began 
to collect the repayment of debt 18 months after the first loan, and 
stipulated 38 half-yearly payments until the debt wa*s liquidated. 
On recent loans interest payments are delayed for 30 months, and 
amortisation payments for 48 months, in order to give the co- 
operative more time to develop sales and revenues. In the course 
of time, fhe T.V.A. and the R.E.A. have learned to collaborate 
and participate in loans, and they work closely together. 

The T.V.A. power contract (whether the T.V.A. or R.E.A. finan- 
ces the loan) contains further conditions for the payment by the 
distributor of all current operating expenses, including (a) salaries, 
wages, cost of materials and supplies, taxes, power at wholesale, 
and insurance; (b) the payment of interest and amortisation; (c) 
reserves for replacements, new construction, contingencies, and 
a reasonable amount of cash working capital. Any surplus is then 
permitted to serve as a basis for the reduction or elimination of 
amortisation charges and surcharges to consumers, and thereafter 
of rates; or, if the T.V.A. consents, the co-operative may use all or 
part of the surplus to purchase or retire the system’s debt before 
maturity. The T.V.A. requires an annual report under a system 
of accountancy established by the Federal Power Commission, 
and such additional information as it may from time to time reason- 
ably request. At least two years before the expiration of the con- 
tract the T.V.A. agrees to enter into negotiations for renewal or 
extension. The T.V. A- establishes instruments for measuring demand, 
energy and power factors. It has the right to inspect any installa- 
tion before electricity is introduced or later, and may reject any 
wiring or equipment not in accordance with reasonable standards. 
The co-operative- is responsible for the T.V.A. 's property which 
is part of its operating system. The Authority lays down the details 
of financial and accounting policy and renders such advisory ac- 
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counting service in setting up and administering the accounts as it 
thinks reasonable. The co-operatives furnish monthly statements 
to the Authority, and are obliged to allow its inspectors to have 
free access at all reasonable times to the books and records of the 
electricity system operations. 

The foregoing rules for the administration of tlie co-operatives 
are practically identical with those for the municipalities which 
buy their power from the T.V.A. The chief difference is that, 
whereas the co-operative must pay a property tax on its distribution 
system to its county or State, the city treasury receives the equi- 
valent of the State, county, and ad valorem tax from the municipal 
electricity department. The latter may pay into the city treasury 
an amount not exceeding 6 per cent, on the municipality's actual 
investment in the electric system.^ 

The T.V.A. keeps continuous contact of an advisory character 
with both municipalities and co-operatives. The difficulties of this 
relationship are somewhat greater with the rural co-operatives 
since the managers, who are, of course, salaried employees of the 
co-operative, and by reason of the smallness of the area served 
cannot be paid a high salary, are not highly experienced. The 
R.E.A. and the T.V.A. therefore give continual attention to the 
technical administrative and accounting operations of these local 
agencies, so that they shall meet their obligations, conduct their 
operations with a minimum of expense, and not apply to extensions 
surpluses which should be devoted to meeting loan obligations. 
An attempt is made to secure the services of competent managers 
and the retirement of incompetent ones. As is explained in a later 
chapter, the State Utility Commissioners do not supervise the 
administration of the municipal electricity systems, and a serious 
problem is thereby presented to the T.V.A. It knows enough of 
human nature in business and politics to realise that the quality 
of the results in sales and service and rates to the customers will 
continually depend upon clean and efficient municipal administra- 
tion. Therefore, it cannot wait until some political scandal ruins a 
local system, but must currently bring home to the municipalities 
their responsibility. Already the present chairman of the Board 
has openly declared his deep distress at "indications of an effort to 
infiltrate politics into the municipalities and co-operatives distribu- 
ting T.V.A. power" He was afraid of the political determination 
of contracts, insurance, extensions of lines and service, of inaction 


» Problems arising out of the payment of these taxes arc dealt with in Chap- 

* Cf. T.V.A. Release, remarks of D. E. Liuexthal; "Politics and the Manage- 
ment of the Public's Business”, 9 July 1942, p. 8. 
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about unpaid bills, and other similar developments. T.V.A. officials 
have also warned co-operatives against leaving management en- 
tirely to the paid manager. 

In the rural areas, it has been found essential to secure a written 
agreement with the intending consumers. The experience of the 
T.V.A. has been that the initial enthusiasm which is productive 
of a promise to purchase may not last. The Authority was there- 
fore compelled to introduce a contract for a minimum consumption 
for three years, that minimum being set by the customer. It is the 
Authority’s opinion that if electricity is taken for three years its 
consumption will certainly increase thereafter — ^an opinion borne 
out almost everywhere by experience. To give a feeling of security 
to wiring and appliance contractors, the Authority required the 
dealers to demand a deposit from the consumer. 

Equality op Rural and Urban Electricity Prices 

The Tennessee Valley Authority’s price policy for power is to 
eliminate differences between urban and rural rates. Urban and 
rural rates are the same except that particular contractors have a 
right to make a surcharge to meet special difficulties of supply, 
but not above 10 per cent, of the common rate; and, as we have 
seen, an engagement for a minimum consumption over the first 
three years must be given by each customer. 

From the earliest stages the T.V.A. fostered local initiative. 
It continues to do so unceasingly through constant personal contact. 
The T.V.A. regards its work in the extension of electricity to rural 
areas as a problem not merely of increased sales, but of the beneficial 
application of electricity to farm life. For example, the principals 
of the local schools are informed of the Authority’s social purposes 
and induced to give their educational help. Local meetings are 
arranged at which the purposes of the Authority are explained. 
To the local wiring contractors the T.V.A. also conducts a mission, 
on the best technical means of applying electricity to domestic 
and farm labour, and so on. The T.V.A. induces dealers to arrange 
displays and demonstrations with the help of the State and county 
agricultural extension services. Thus, there have been dedication 
festivals in the High School auditorium, with a display of useful 
appliances to bring home to the farmer that electricity is not merely 
the genie of waffle-makers, light and radio; for the emphasis of the 
Authority is on productive appliances in farm work and in the 
domestic economy of the farm. The T.V.A. has a staff of home 
economists who visit the homes to advise on the use of appliances, 
and also a number of commercial representatives who themselves 
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help to show the use of farm appliances or bring in farm specialists 
for this purpose. These latter induce dealers to come with them 
to give demonstrations. The Authority indeed keeps a very watch- 
ful eye on the annual sales of electric appliances in its area, as 
these are the yardstick of its success. There are some 800 dealers 
who send in monthly reports of the number, value and kind of the 
appliances sold. The following figures, taken from the Authority's 
Annual Reports, illustrate the development in sales of appliances. 


Fiscal year 

V'alue of sales 
of electricity appliances: 

domestic retail price 

(dollars) 

1938 

1,612,000 

1939 

3,688,000 

1940 

12,500,000 

1941 

18,500,000 


The great increase in 1941 was due to the increase in the number 
of customers served by T.V.A. wholesale distributors. The ap- 
proximate average was $52.50 per residential customer. 

One of the merits of this and other aspects of the development 
work of the T.V.A. is the attention given to inventing, or inducing 
other agencies, like the local universities and experiment stations 
and private firms, to conduct research on, invent and manufacture 
appliances especially suited to, the economy of the area.* 

The T.V.A. does not sell electrical appliances but only electricity. 
However, it co-operates unth the standard makers of appliances, 
gives them lists of rural customers or recommends consumers who 
have asked for information to the well-known makers of the best 
appliances. It should be said here that in 1933, shortly after the 
T.V.A. began to function, the Electric Home and Farm Authority 
was set up, a Government corporation to guarantee the credits 
given by dealers to purchasers of electrical apparatus. This agency 
has strongly stimulated sales in the Tennessee Valley. Its operation 
is discussed later." 

In 1938 the extension* services and their specialists conducted 
526 meetings, demonstrations and schools on the farm and home 
uses of electricity, attended by 12,600 people; and in 1939, 775 
such meetings, attended by 24,517 people. There was a growth 
in the number of specialists and additional funds for the axlension 
services as the number of rural lines and interest in electricity 
continued to grow. The extension workers themselves were speci- 
ally instructed in rural electrification at 27 training schools. 


* Cf. Chapter IX. 

* Cf. Chapter IX. 
> Cf. Chapter IV. 



42 


THE T.V.A.: international APPLICATION 


Before leaving this subject, the tremendous benefits obtain- 
able in this branch of the Authority’s development of the 
general welfare of the Valley from the integration of its 
activities must once again be emphasised. The extension agents 
are officials, the essence of whose job is to improve agricultural 
methods and raise the standard of living of those who live by agri- 
culture. Electricity is one element serving this purpose. From 
another side of its activities, the T.V.A. is directly interested in 
the same purpose as the extension agents, so that the latter can 
fully co-ordinate their work in both fields, agriculture and electri- 
city, both lying within the responsibility of the Authority. 

Progress in T.V.A. Electricity Rates and the Problem op 

Subsidies 

Before the T.V.A. came into the Valley, the average residential 
customer’s consumption was about 55 kilowatt hours per month. 
Year after year the T.V.A. was beset by the cry of its critics that 
it would find no market for all the power it was to produce. By 1942, 
the average residential customer in the Valley area consumed 129 
kilowatt hours per month and paid 2.00 cents per kilowatt hour; 
whereas the average residential customer throughout the country 
consumed an average of just over 85 kilowatt hours per month at 
3.67 cents per kilowatt hour. Add to this the fact that retail sales 
to small commercial customers in 1942 were at the average rate of 
2.14 cents per kilowatt hour, and that the sales to industrial custom- 
ers were made at an average of 0.77 cents per kilowatt hour, and 
it is clear that the T.V.A. had to its credit a very considerable 
achievement. The overall average rate paid by all customers served 
with T.V.A. power at retail was 1.24 cents per kilowatt hour. 

As will have been appreciated, the selling policy of the T.V.A. 
has a twofold aspect: that of wholesale rates and that of retail 
rates. As regards the wholesale rates, the main question is whether 
the Authority sells without subsidising its customers by passing 
on to them, in some form or another, services and electric power 
which ultimately and directly or indirectly are paid for by tax- 
payers. For example, it is important to know whether the interest 
rate on Tennessee Valley Authority moneys is computed on a fair 
basis as compared with that which private companies must pay 
for their capital ; whether, again, the T.V.A. makes proper provision 
for depreciation and for the equivalent of State and local taxation 
to which private companies are subject, while the T.V.A., being a 
Federal agency, is given immunity. Secondly, in regard to the 
resale rates stipulated by the Authority, the question is whether 
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these at least secured the covering of the cost of production while 
duly accounting for and meeting every item entering into cost. 
These subjects have been the centre of the most acute and chronic 
controversy between those who, like the T.V.A., favour public 
enterprise, and those who are hostile to it. Any claim that the T.V.A. 
and similar projects could, by force of e.vamplc, compel private 
companies to lower rates which were in fact c.\ccssive could only 
be substantiated if the T.V.A.’s own bill of reckoning contained 
all the items that should properly be included. 

The controversy revolving about this question has not always 
been conducted in a strictly objective spirit.* 

Whether the .T.V.A.’s rates contain subsidies, and whether it 
is or is not making a profit, depends to a considerable avtent on 
the extremely complicated problem of how to allocate the value 
of the dams between their various uses, and so properly to allocate 
the capital valuation of the investment to the generation and trans- 
mission of power. In view of the total size of the investment — 
for ten dams alone it is estimated at $400,000,000 — it can rcadilj' 
be understood that a small percentage of difference in dividing up 
the capital valuation among the three uses — navigation, flood con- 
trol and power — could make all the difference between a substantial 
accountancy profit or a considerable loss on operations in any one 
year. Indeed, such differences rather conservatively regarded and 
by no means the most e.\treme suggested, were examined by the 
Joint Committee Investigating the T.V..A.' Based on the estimates 
of an ll-dam system, one expert postulated an annual loss of 
$4,039,000, while the chief power engineer of the T.V.A. postulated 
a profit of $4,624,785. These differences were due to the fact that 
the total cost of dams as allocated to power in the first estimate 
was nearly $349,000,000, while the T.V.A. chief power engineer 
made calculations leading to just under $265,000,000.® 

The allocation of costs is of basic importance to a development 
authority like the T.V.A. for three reasons. First, it must know 
its own cost of production, since othenvise it might in the extreme 
case (if it were acting benevolently) leave itself at the mercy of all 
sorts of consumers' demand, and would have no measure of how 
far it could continue to meet demands on the basis of contracts 
made with consumers. It would certainly never know whether it 
were losing or gaining, subsidising or losing business owing to ex- 
cessive charges. Sccondl}' — and this is very important — without 

* A brief indication of the main problems is given in .■\ppcndix VI. 

•Report of the Joint Committee Jtveesliffitir.g the Tennessee Vdley Authcrify, 
op. eit., p. 170. 

’ Cf. .Appendix II. 
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an allocation of costs, the Authority itself does not know how far 
to press its continued building of hydroelectric dams and installa- 
tions, for if the general economy of the surrounding country is con- 
sidered, it may at a certain point be more economical to produce 
electricity by alternative methods, such as steam-plant. Thirdly, 
without the allocation of investment costs, other figures derived 
therefrom, such as rate of interest, depreciation, and amortisation, 
cannot find their place in the accounts, and consequently the an- 
alysis of operations and the computation of profit and loss become 
impossible. If, further, it is desir^ to regard a development author- 
ity of this kind as a ‘‘yardstick”, or in other words, as a mathematic- 
ally predse demonstration model and index of what could be ac- 
complished in the cost of produdng and selling electricity, then of 
course the ‘‘yardstick” must be visible, and the first contribution 
to that visibility is the exact knowledge of how much capital is 
being used for the power operations. 

Allocation op Costs 

This point, of course, was seen by Congress when the Statute 
was enacted. Consequently, in Section 14 of the Statute there are 
careful directions requiring the valuation of T.V.A. dams and 
steam plant and the allocation of the total among the various 
purposes, namely; (1) flood control, (2) navigation, (3) fertiliser, 
(4) national defence, and (5) the development of power.^ The find- 
ings were to go to the President, were to be regarded as final upon 
his approval, and thereafter were to be used in all allocations of 
value for the purposes of accountancy. This subject and the con- 
troversies to which it gave rise are briefly sketched in Appendix 
VI. 2 But two things may be stated here. The first is that 
the T.V.A. had to establish its rates as soon as it began and therefore 
long before a full valuation could be made. It appears that the 
final allocation, arrived at after years of expert analysis, very 
closely coincided with this first business appraisal. Secondly, of 
the various theories of allocation in competition for acceptance, 
the T.V.A. chose the one known as the ‘‘alternative justifiable 
expenditure” theory. On the basis of this, it reported to the Pre- 
sident, in 1938, on the three-dam system of Wilson, Norris and 

1 It is interesting to note that the Statute required the allocation “for the 
purpose of accumulating data useful to the Congress in the formulation of legis- 
lative policy in matters relating to the generation, etc., of electric energy and the 
production of chemicals. . . ” As is shown later, the T.V.A. was required to 
follow the accountancy system for public utilities established by the Federal 
Power Commission. Cf. Chapter XII. 

* Cf. also the fullest discussion of allocation by J. S. Ransjieier: The Ten- 
nessee Valley Authority (Nashville, Vanderbilt University, 1942), especially pp. 
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Wheeler, assigning to navigation 28 per cent., to flood con- 
trol 20 per cent., and to power 52 per cent, of the total cost. Late 
in 1940 a further allocation was made, based now upon seven dams 
as a single system — ^Wilson, Norris, Wheeler, Pickwick, Gunters- 
ville, Chickamauga, and Hiwassee. The respective allocations 
were: navigation, 21.8 per cent., flood control, 12.4 per cent., and 
power, 65.8 per cent, of the total investment. Nothing was allocated 
to national defence or fertiliser. Until the time of the T.V.A.’s 
allocation there had never been more than a two-purpose project, 
that is, navigation and power, requiring allocation. The argument 
regarding valuation and allocation in Appendix VI proves con- 
vincingly that the profits claimed by the T.V.A. are true profits 
and that there are certainly no subsidies. If its power rates are low, 
this is due to the efficiency and economy of its manufacture and 
transmission of power and the efficient distributing management 
of the municipalities and co-operatives, and to the fact that naviga- 
tion, flood control and electricity properly share the cost of the 
benefits derived from exploitation of the water resources of the 
Valley. 



CHAPTER IV 


THE PROPER USE OF THE LAND 

The Land, its Needs and its Problems 

The general nature of the sickness of the land in the Tennessee 
Valley has already been sketched and the need for far-reaching 
remedies suggested. The subject must now be considered more 
carefully. ' 

The Tennessee Valley basin contains about 26,160,000 acres.^ 
About 18 million acres, or 68 per cent, of the total acreage, are in 
farms. Nearly one third of this is in farm woodlands, pastured 
and unpastured. The other 12,000,000 are in open pasture, meadow, 
and crops. There are 255,000 farm families, with an average of five 
persons in each. Thus, there are some 48 acres of crops and pasture 
land per family, or nearly nine acres per person. The average size 
of all farms in Tennessee is slightly under 75 acres, and has been 
growing smaller for several decades.® 

Some other facts are important. The land is located high or 
low on fairly steep hills; there are many slopes of 20° or more, 
and some are well over 45°. The annual rainfall, averaging 52 
inches, varies from 80 to 40 inches, and the rain is usually heavy. 
The soil in the Valley is prevailingly of fine texture and dense, so 
that, though it varies in different parts in use and productivity — 
there are some 120 soil series and 500 soil types — it absorbs the 
water slowly, there is a high surface run-off, and if vegetative pro- 
tection is lacking it erodes very easily. 

Of the 26,000,000 acres of forest once covering this region, 
nearly half has been cleared for tillage and other purposes. Of the 
14,000,000 acres of forest left, only 8,700,000 acres now contain 
trees of saw-timber size, though saw-timber is being cut 1.25 times 
faster than it is being grown. Nearly three quarters of a million 
acres are damaged by fire annually. Excessive cutting, burning, 
grazing, and other deleterious procedures have been so widely 
practised that much of the Valley’s forested area now contains only 

* Details of land ownership and use in the Tennessee Valley are shown in 
Appendix I, table 1. 

* But the average farm acreage increased from 74.2 in 1930 to 74.8 in 1940. 
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inferior stands of young timber. On the land which is being cleared, 
intensive agriculture has removed or permitted the loss of a large 
part of the essential nourishment of plant life and the land has been 
left progressively more open to natural forces of erosion and the 
washing away of its chemical constituents. About 1,000,000 acres 
of land, much of which was naturally unsuitable for crops, have 
been withdrawn from cultivation. A further 1,500,000 are cropped 
intermittently because of their depleted condition ; 4,500,000 acres 
are on the decline. Steep mountain land has been put into crops 
in full knowledge that five years of such use would see its destruc- 
tion. Of something like 12,000,000 acres devoted to the production 
of crops and pasture, more than one half is in need of substantial 
change in management and use. 

Thus, land which needed very special care was, in fact, by 
inconsiderate agricultural and lumbering practices, put at a special 
disadvantage. The growing of so-called row crops, like cotton, 
maize, and tobacco (peculiarly destructive of soil fertility), stimu- 
lated by doses of commercial fertiliser, year after year steadily 
destroyed the agricultural land, caused the dispersal of the top 
soil, and then led to the gullying of the hillsides until in some places 
little remains but exposed rock and gigantic gouges in the soil. The 
large families, dependent on their small holdings, nevertheless felt 
compelled to produce these cash crops. These processes had dis- 
rupted the cycle of nature, because they did not include the restora- 
tion of the land by the use of mineral fertilisers, legumes, and wnter 
cover crops. One of the direct results was a poverty in livestock 
and milk. 

Relation of the T. V.A's Powers to Other Government Agencies 

The agricultural functions of the T.V.A. are defined, and at 
the same time restricted, by the Statute: it possesses no universal 
power of government over agriculture in the Valley. Side by side 
with the T.V.A. are all the services to agriculture which the Federal 
Government renders through the United States Department of 
Agriculture. It is essential to refer here particularly to the functions 
of two Divisions of that Department, namely, the Federal Security 
Administration and the Farm Credit Administration, in order to 
make it clear that other institutions are making an agricultural 
contribution to the Valley, in total greater than that of the T.V.A. , 
and that the benefits of contractual collaboration between the 
T.V.A., the land grant colleges, and the two agencies just referred 
to, may be appreciated. 

The Farm Security Administration, established in 1933, has 
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as its object to help needy and handicapped small- and middle- 
sized family type farms, by assisting with loans to increase the size 
of the holding, acquire tools, seed and livestock, to obtain better 
security of tenure by long-term leases; to help tenants to buy their 
own land or resettle on better land; and to adjust onerous private 
and public debts and mortgages. This financial assistance is ac- 
companied by information, advice and guidance for better sub- 
sistence and marketable production. There are direct grants to 
extremely poverty stricken families for basic necessities like food 
and clothes, and feed -for livestock. There are rural medical care 
schemes in which the family pays a contribution, and co-operatives 
are encouraged for stock-breeding, tractor use, purchase of machin- 
ery equipment, foods, and so forth. 

The F.S.A. conducts activities in all the States of the Union, 
and therefore in the seven Valley States. Hence, its work proceeds 
simultaneously with the T.V.A. farm demonstration programme. 
There are no separate figures kept for the Tennessee Valley region, 
but the seven Valley States receive substantial help.^ 

The connections bet^veen the work of the F.S.A. and the T.V.A. 
programme are clear and cordial. It has already been mentioned 
that the Department of Agriculture is linked in its work with the land 
grant colleges and the T.V.A. by a memorandum of understanding. 
This memorandum includes in its scope the F.S.A. and the F.C.A. 
and provides for their integration, especially at the county level 
where the State Extension System finds its daily operation. Legally, 
the functions of the T.V.A. do not extend to those of the F.S.A., 
but, linked with the land grant colleges, the programmes are brought 
into connection. The farm demonstration programme is under- 
taken with due respect to the work of the F.S.A. and F.C.A. Clients 
are selected as test-demonstration farmers in about the same pro- 
portion that the number of such farmers bears to the total number 
of farms in a county; more small supervised loans than tenant 
purchase loans are made. Thus, the F.S.A. assistance is of help in 
furthering the Valley watershed protection and agricultural develop- 
ment from its angle. There may be, in all this, a certain overlapping 
in that advice and educational assistance come from both the land 
grant college officers and the F.S.A. officers; but a complete sever- 
ance of advice from financial or credit assistance would be difficult 
to secure. 

The purpose of the Farm Credit Administration (set up in 1933, 
but with a long administrative history), is to provide a complete 
and co-ordinated credit system for agriculture. It furnishes long- 

^ CL Report, Administrator, Farm Security Administration, 1941, Statistical 
Appendix. Acknowledgments are due to that Department for information.! j 
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and short-term credit to farmers individually or to their co-operative 
marketing, purchasing, and business service organisations. Sub- 
stantial use is made of its co-operative credit assistance in the seven 
Valley States for production, and it is not paradoxical to say that 
with increased prosperity of the Valley, fostered by the farm de- 
monstration system, it is likely that much more use will be made 
of the available co-operative credit facilities. Already, observers 
believe that this beneficial development is on the up-grade. The 
backwardness hitherto prevailing in regard to agricultural co- 
operatives has been due to the limited diversification of crops, 
restriction of tobacco and cotton, and the development of local 
credit systems and practices based on the latter, for a long standing 
inter-relationship has developed between merchants, land- 
owner and tenant. Locally and regionally, strong marketing and 
purchasing associations have developed, in the last ten years, and 
this is accounted for, in good measure, by the facilities and services 
of the Farm Credit Administration. As diversification increases — 
and this is the T.V.A.’s object — so it may be expected that co- 
operatives and credit facilities supplied by the F.C.A. will also 
increase.^ 

The Valley States also benefit by the loans made under the 
auspices of the federal land banks and Federal Farm Mortgage 
Corporation to cope with mortgages and emergency situations 
relating to crops, feed, and droughts. 

The T.V.A's Agricultural Powers 

Nevertheless, the powers of the T.V.A. regarding the land of 
the Valley are wide in scope and highly important in substance. 
Like the other specific powers of the Authority, valuable in them- 
selves, they also have a supplementary worth in their integrated 
relationship with the rest of the Authority’s purposes. These 
powers may be briefly stated: (1) There is the general power 
stated in the Preamble, "to provide for the agricultural and in- 
dustrial development of the said Valley”. (2) There is the power 
given in Section 22, "to aid'further the proper use, conservation 
and development of the natural resources ... all for the purpose 
of fostering an orderly and proper physical economic and social 
development . . . "by means of "surveys and general plans” and 
"to make such studies, experiments or demonstrations as may be 
necessary and suitable to that end”. (3) Section 23 refers to plans 
and legislation, among other things, for "the proper use of marginal 

^ Cf. Annual Reports of the Farm Credit Administration; also L. C. Salter 
and E. L. Morgan: Farmer Co-operation in Northern Alabama (Agricultural Ex- 
periment Station of the Alabama Polytechnic Institute, Bulletin 249, Mar. 
1941). 
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lands and the proper method of reafforestation of all lands in said 
drainage basin suitable for reafforestation”. The Statute gives 
certain powers more concrete and specific in relation to the experi- 
mental production, testing and demonstration of fertiliser; namely, 
the Authority may contract with commercial producers for the 
production of fertiliser as needed for the Government’s programme 
of development; it may arrange with farmers and farm organisa- 
tions for large-scale practical use of the new forms of fertilisers; 
it may co-operate with governmental experiment stations or de- 
monstration farms, with farmers, landowners and associations of 
these for the use of new fertilisers or fertiliser practices in their 
initial or experimental periods and to promote the prevention of 
soil erosion by the use of fertilisers and otherwise; it may manu- 
facture fertiUser by such processes as appear wise and profitable 
to it, in order to improve and cheapen the production of such fer- 
tiliser. The T.V.A. further has the power to donate or sell the pro- 
duct of its fertiliser plants so long as it is fairly distributed through 
the agricultural extension system or otherwise for experimental 
and educational purposes in co-operation with practical farmers; 
and to implement these specific powers, the T.V.A. was given 
authority to establish and operate laboratories and experimental 
plants and undertake experiments for production in the most 
economical manner and at the highest standard of efficiency. 

It is by the co-ordinated application of these various general 
and specific powers that the T.V.A. attempts to meet the problem of 
the proper use of the land in a valley of retarded and sometimes 
regressive land use. 

These powers are permissive; and it must always be borne in 
mind that the T.V.A. has no power to compel farmers or public 
authorities to carry out its policy. It must act by persuasion, so 
far as others are concerned. Out of these provisions the Authority 
has developed a far-seeing policy of agricultural improvement based 
on the production of concentrated phosphatic fertiliser and the 
demonstration of its use on farms with new farm methods. The 
T.V.A. ’s land policy of the highest feasible sustained productivity 
is based on four factors: first, the physical nature and needs of the 
land; secondly, the continuation of private ownership of most of 
the land of the region; thirdly, the establishment of better methods 
of production than those prevailing when the Authority entered 
the Valley; and, fourthly, the deliberately chosen method of co- 
operation with the existing public agencies of the Valley and farm- 
ers’ clubs, or "soil conservation associations”, as they are officially 
named. 

It should be noted at once that while the T.V.A. has statutory 
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power* to sell fertiliser and fertiliser ingredients, its policy hitherto 
has never been to enter the commercial market; it confines itself 
to giving or to selling to Government or publicly established agen- 
cies only. 


A Policy for the Soil 

Ha\dng considered the problems and powers of theT.V.A. in rela- 
tion to land use, it is necessary now to turn to its policy and ac- 
tivities. Fundamental to the better use of the land is a sound know- 
ledge of the land. The T.V.A.’s many-sided land policy of full utilisa- 
tion and conservation could only be carried out on the basis of a 
more e.\act knowledge than was available when it began 
operations. However, it is important to remember that its policy 
and its activities could begin, and did begin, on the basis of such 
knowledge as existed when it took office. But it has progressively 
improved that knowledge by a soil survey on which something must 
be said before proceeding to a consideration of that policy. 

The soils of the Tennessee River Basin differ greatly from one 
another and are scattered in relatively small areas in an intricate 
geographic pattern. The soil types of a single small farm, or even 
of a field, may differ greatly from one another as to their use, suit- 
abilities, and management requirements. To organise the soil 
survey, the State institutions and the Authority had recourse to 
the United States Soil Survey, tlie Government agency recognised 
as best qualified by its 40 years’ experience of such work through- 
out the nation. A memorandum of understanding was drawn up 
between the Division of Soil Survey of the United States Depart- 
ment of Agriculture, the land grant colleges of the seven Valley 
States and the Authority to undertake this work as an integral 
part of the entire Valley programme. The work was started in late 
1934 and is still in progress (1943). Beginning in 1935 with the 
mapping of 352.5 square miles, the annual progress from .1936 to 
1941 was between 3,000 and 3,800 square miles. In 1942 it was 
1,847 square miles. The total from 1935 to 30 June 1942 amounts 
to almost 23,000 square miles. E^ch individual soil type is defined 
within rather narrow ranges as to its internal characteristics — 
physical and chemical — and its external characteristics, including 
slope and erosion. Each soil type has a distinct relationship to 
crop production and management, and its relative suitability and 
management requirements are specific. 

The soils that are more important to farming can be selected for 
study in connection with the use of new forms of fertilisers through 


^ Section 5 (d) of the Act. 
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the various steps to be described presently. Of even greater im- 
portance is the use of the soil survey as a basis for the interpreta- 
tion, classification, and extended application of results obtained 
through experiments and farm experience with fertilisers, crops, 
and management practices. Besides this, it assists in valuing lands 
which the T.V.A. must purchase, use or sell, and in the relocation 
of the several thousand farmers displaced by the building of dams.^ 

Land Improvement by Phosphorus Fertiliser 

The T.V.A.’s immediate problem, then, was to discover the 
means which would simultaneously prevent erosion and improve 
the productivity of the land. As regards erosion, of course, there 
would be a twofold attack — indirect and direct. The former would 
be implicit in the measures taken to improve the productivity of the 
land; the latter would, among other things, involve terracing and 
the planting of shrubs and trees. The former, being fundamentally 
characteristic of the T.V.A.’s work, is described first. 

The T.V.A., on the advice of the land grant colleges, decided 
that the key to improvement lay in the growing of cover crops. 
For this a good plant food ivas necessary. The crucial question 
was, which should it be? The Statute had left to the T.V.A. a 
wide discretion regarding the fertilisers it might undertake to 
produce, its major objective being the improvement of their quality 
and the cheapening of the cost to farmers. Several choices were 
possible. Liming materials were plentiful, widely distributed 
rin nature and easily processed for use. Potash fertilisers of high 
concentration were already available, and there was small prospect 
of improvement in their quality or price. Further, nitrogen in 
suitable form for use as fertiliser was, under the stimulus of private 
initiative (which was not concerned about the erosion of the soil), 
already available in large quantity at a cost vastly reduced in 
comparison with earlier years, while the T.V.A.’s Nitrate Plant No. 2 
was quite out of date. On the other hand, the phosphate fertiliser 
in common use was of low concentration and expensive to handle, 
and there had been little improvement in its manufacture from 
the beginning of its production a century ago. Moreover, Ten- 

*_Of course, any classification of soil — the material basis of agriculture — as 
detailed and as complete as this has a great many other applications. For exam- 
ple, the effect of building a dam of a certain height upon the land at the back 
of the dam can be accurately predicted, thus making it possible to arrange in 
advance some of the necessary lyral adjustments. Even alternative locations 
and heights of dams can be studied in relation to their effect upon agriculture. 
Through thoughtful generalisation broad areas may be characterised by their 
agricultural possibilities, and the conclusions are invaluable in the planning of 
roads, power lines, recreationaj areas, forest preserves, the location of processing 
plants, and similar public facilities and institutions. 
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ncssce Valley soil was generally deficient in phosphorus, which is 
one of the most widely needed fertiliser materials, especially for 
stimulating the growth of legumes, although the Tennessee Valley 
contains substantial deposits. 

If the soil is well fortified with mineral fertilisers, including 
phosphate, it is possible to grow legumes, and through these the 
unlimited quantities of free nitrogen in the air can be absorbed 
and led into the soil in much larger quantity than through nitrogen 
fertiliser, and without causing damage as when nitrogen fertiliser 
is used on row crops unaccompanied by minerals and winter cover 
crops, the practice which had so largely contributed to waste the 
soils of the south.* At the same time, the growing of legumes, 
especially as winter cover crops, builds back humus into the soil 
and protects it from being washed away. The productive capacity 
of the land is increased, and as soil erosion is reduced, streams and 
resers'oirs are protected from silting. The Department of Agri- 
culture had pioneered with new mctaphosphatic fertiliser produc- 
tion processes which lent themselves to use through the ample 
electrical power facilities of the Authority.* The Authority reckoned 
that if it could produce an improved phosphatic fertiliser at an 
attractive price, farmers could be led more generally to grow the 
legumes, clover, alfalfa, lespedeza’ and vetch, as regular and cover 
crops, and other leguminous vegetation which would have a high 
direct value as well as soil-building qualities. 

One of the requirements of a good fertiliser was lower cost to 
the farmer. Half of all the fertiliser used in the United States was 
phosphatic; but most of it was a superphosphate containing only 
from 16 to 20 per cent, of available plant food, or about 180 pounds 
in each 1,000 pounds of mixed fertiliser, the whole bulk of which 
had nevertheless to be transported from the mine to where it was 
processed, and then on to the farmers. An improved content of 
plant food would mean reduction in handling and transport costs, 
an important step towards making the fertiliser economically 
acceptable^, and therefore towards persuading farmers to adopt 

‘ Two thirds of all the fertiliser sold in the United States of America has gone 
into the thirteen States of the South to be used largely in this objectionable 
system of cropping. 

® The production of superphosphate requires the smelting of phosphate rock 
with coke and silica in electrical furnaces at a temperature of approximately 
2,750° Fahrenheit. 

’ Otherwise known as Japanese clover. 

* For the year ended 30 June 1942, the cost of power used in the large-scale 
production of phosphate fertiliser by the T.V. A. was a little over $376,000 as against 
the total cost of abo'ut $2,300,000, that is, roughly one sixth of the total cost. 
The wholesale cost of power does not markedly differ from that charged by 
profit utilities for large commercial quantities. The cheapening of the price of 
fertiliser would therefore need to come from some other factor, and that is why 
the T.V.A. looks to a reduction of freight costs. 
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new agricultural practices. There was already a small amount of 
superphosphate, called triple phosphate, on the market, with a 
plant food content treble that in ordinary superphosphate; but it 
had hitherto been difficult (even where attempted) to convince 
farmers, not usually trained in chemistry, that this was really 
cheaper to them per unit of plant food, although it cost more per ton. 

This is not the place to enter into the intricate technology of 
the production of superphosphate; the T.V.A.’s technical reports 
are readily available.^ Through many researches and experiments, 
the T.V.A. produced first a 37.1 per cent. P 2 O 5 concentration® of 
plant food; then a concentration of 45 per cent., and finally, a 
concentration of about 63 per cent, in calcium metaphosphate, 
otherwise known as "metaphos”. 

Whether the T.V.A. can produce a fertiliser at lower cost than 
ordinary commercially manufactured fertiliser of the same con- 
centration is as yet problematical. The Joint Investigating Com- 
mittee found, in 1938, that T.V.A. cost accounting on its fertiliser 
manufacturing did not sufficiently exclude all expensive experi- 
mental procedures and include all cost items on a basis clearly 
comparable with private industry. Since that time a new accoun- 
tancy method has been adopted, but the question involved will not 
be solved until more time has elapsed. However, the savings in 
freight and handling are manifest. 

A calculation of sa'sdngs in freight and handling costs by the 
use of concentrated fertiliser carrying 63 per cent, of plant food in 
comparison with 16 to 20 per cent, in ordinary superphosphates 
was made by the T.V.A. in 1938. The resultant calculated prices to 
the farmers were, per ton of available P 2 OB, $81.73 (for 16 2/3 
per cent, superphosphates), and $60.59 (for 66 2/3 per cent.) 
respectively. The country as a whole used only a concentration 
of mixed fertilisers of the average of 18 per cent, of all three nu- 
trients — nitrogen, phosphorus, and potash. 

Fertiliser Tests and Demonstrations: Research, Education, 

Technical Advice 

The Authority could not offer a new highly concentrated phos- 
phorus fertiliser to farmers on the mere assumption that it would 
give satisfactory results when used on the farm. Each fertiliser 
goes through a systematic course of experiment, beginning in the 

* Cf. T.V.A\ Fertiliser Processes (T.V»A.._ Publication, Oct. 1940). 

* Phosphorus pentoxide. Further experiments are still in their very early 
laboratory stages. One is the production of fused phosphate, resulting from the 
removal of the fluorine from the raw phosphate rock. Another is potassium 
metaphosphate. This latter analyses about 57 per cent, available PjOs and 34 
per cent. KjOj, or approximately 91 per cent, plant food. 
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laboratory, progressing to the State agricultural experiment sta- 
tions and through greenhouse tests on various soils, on fields and 
plots, until finally it is tested on farms under practical conditions 
by farmers themselves. The various stages In this testing procedure 
are both important and interesting, and especially characteristic 
of the T.V.A. 

The Act establishing the T.V.A. does not limit the application 
of the fertiliser experiment provisions to the Tennessee Valley, and 
the Authority has therefore construed the Act to provide for the 
testing of its fertilisers on a nation-wide scale. As a result, the 
experiment stations in all but one of the 48 States of the Union 
and in two outlying possessions have received T.V.A. phosphates 
for experimental testing. In 1943 this experimental study of T.V.A. 
fertilisers was actively under way in more than 30 States: the 
seven Tennessee Valley States, and the rest outside the Valley.* 
The experiment station prowdes a guide to the State agricultural 
axtension services in the proper use of T.V.A. phosphates under 
farm conditions. 


Privately Owned Farms and Public Test-Demonstrations 

The mere demonstration that a highly concentrated fertiliser 
could be produced was by no means the sole purpose of the Author- 
ity’s agricultural policy. The grand purpose was the influence that 
could be exerted on agricultural economy and farm management. 
The T.V.A. faced the fact that by far the larger part of the land 
in the Valley (as elsewhere in the United States) was in the private 
hands of some 250,000 farmers, most frequently in small holdings. 
Furthermore, for several decades there had already been in opera- 
tion in each State a system of agricultural education and improve- 
ment, administered by the so-called county extension agents who 
were in the joint employ of the United States Department of Agri- 
culture and the State Agricultural Extension Service, which is an 
arm of the land grant colleges. This extension system or service 
is the agency for carrying information to farmers.® 


* A tabic showing the expenditure on the fertiliser programme is to be found 
in Appendix I. 

* The extension system, especially concerned with furthering the progress 

of agriculture in the United States of America, is the organised arrangement 
for direct local education in agriculture and home economics established by 
formal co-operation between the United States Department of Agriculture and 
land grant colleges. The latter arc State agricultural colleges subsidised by 
grants of land and money by the United States Government, under the Morrill 
Land Grant Act, 1862, the Hatch Act, 1884, and the Smith-Lever Act, 1914. 
The last-named Act gave a national setting to the system of agricultural education 
which had been commenced here and there by several States (especially in the 
South after 1900), operating locally through so-called 'county agents' or 'county 
extension agents’. ^Footnote conlinutd overleaf) 
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The Authority’s basic tenet was necessarily favourable to the 
continuation and development of individual ownership and free 
enterprise in farming. Its own financial resources were insufficient 
by themselves to produce change by purchase on a large enough 
scale, and therefore it had to try to persuade all the individual 
parties to participate with a sense of the value of the Authority’s 
policy. This point of view was well stated in the Annual Report 
of 1939: 

Under our system of private ownership far-reaching adjustments in farm 
and forest practices must largely rest upon the voluntary co-operation and self- 
interest of those who participate. Such measures must therefore be profitable 
to those who employ them if the programme is to be widely and enthusiastically 
adopted. The experience of the T.V.A. during the past year has continued to 
demonstrate that landowners and farm operators, the community organisations 
which they have established, and State and local agencies working in their inter- 
est ace willing and competent in this undertaking, (p. 23.) 

And again: 

In farm and forest practice under our system of private ownership, the inter- 
ests of the individual are paramount. Here at once the programme becomes 
involved in principles of voluntary co-operation and local initiative, which are 
basic in our democracy. The experience of the Authority has demonstrated that 
these principles are not barriers. Rather they are the means of succeeding. This 
programme has been planned, organised, conducted, and to a large extent fi- 
nanced by the farmers themselves, (p. 3.) 

Under this programme of combined private ownership and 
co-operation among governmental and local agencies, the T.V.A. 
makes the fertiliser available without charge to the farmer through 
the colleges of agriculture. The agricultural extension arm of the 
college supplies to the farmer supervision, leadership, and technical 
information on the use of the fertiliser in the improved system of 
cropping. Reports on the results of the individual farm demonstra- 
tions come to the T.V.A. from the extension services, which obtain 
them from the associations or clubs of farmers which supervise 
the demonstration farms. 

A rather closer view of the system is essential. In 1934 the 
T.V.A. began work with the testing of its fertilisers at the various 
experiment stations. This prepared the way for the farm demonstra- 

The chief feature of the county extension agent system is the permanent local 
stationing in a given area of a person trained in agriculture and charged with the 
establishment of programmes and methods of improving local conditions. The 
land grant colleges and the State Boards of Agriculture appoint the county 
agents: the United States Government makes grants to the former, and as a con- 
dition requires plans of extension work to be made subject to its approval. The 
College is required to establish a separate division of extension work, the director 
of which is chosen by the College subject to the approval of the Department of 
Agriculture. The agents work with and through farmers’ associations, some- 
times organised as the Farm Bureau, and various youth clubs, and any other 
useful approaches. Cf. Gladys Baker: The County Agent (Chicago, 1939). 
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tion programme wliich was initiated in 1935, and has gradually 
extended until, at the end of 1941, forty-seven States had tested 
T.V.A. phosphatic fertiliser experimentally, and twenty-seven 
States were conducting test-demonstration programmes. 

Contractual Relations with Existing Agencies 

In pursuance of the policy laid down in the Statute of arranging 
with farmers and farm organisations for large-scale practical use 
of the new forms of fertilisers, under conditions permitting an 
accurate measure of the economic return they produce, the Author- 
ity was empowered, but not obliged, to co-operate with existing 
agencies or others that might be set up and with the national or 
local political institutions. A very wide latitude as to the method 
and agencies through which to work was therefore left to the Author- 
ity. Indeed, the Authority could apparently have proceeded in 
direct contact with the farmers, for even where Section 5 (e) permits 
operations through county demonstration agents and agricultural 
colleges, the Statute says, “or othenvise as the Board may direct”. 
And it must always remain a question whether, if this had been 
tried, it would not have succeeded even better than the course 
actually taken; at present no-one is in a position to say. 

The Authority decided that the situation, the individualistic 
psychology of the southern farmer, and its own Jeffersonian demo- 
cratic ideals all required action in co-operation with existing agencies 
already familiar to the farmers and the other residents of the Valley. 
This policy is stated in Administrative Bulletin No. 12, Depart- 
ment of Agricultural Relations, which runs as follows: 

All feasible means shall be employed to avoid needless duplication or over- 
lapping of funds, facilities, personnel, or programmes of other Government 
agencies. To this end the activities of the Department shall be undertaken where- 
ver practicable through the medium of existing national. State, and local agencies 
and institutions, or in co-operation therewith. . . 

At each stage in the programme the Department shall: ascertain the nature 
and objectives of national programmes of soil restoration and maintenance 
initiated by various competent agencies; co-operate with them in determining 
the respects in which the proper use of new forms of plant food may contribute 
thereto; and supply such material as will assist in carrying such programmes 
into effect. . . 

In the conduct of demonstrations and in the widespread application of results, 
the Department shall work in close co-operation with practical farmers, enlisting 
their active interest and participation through their national organisations and 
through local groups capable of assuming responsibility and supervision in their 
programmes of such readjusted farm-management systems as may be brought 
about through the proper use of new forms of plant food material. 

The system established is based upon two contractual arrange- 
ments: (1) a Memorandum of Understanding between the United 
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States Department of Agriculture, the land grant colleges of the 
area^ and the Authority; and (2) contracts between the land grant 
colleges and the T.V.A. alone. 

Under the first Memorandum of Understanding, the national 
and State institutions established for agricultural teaching, research 
and extension activities in the States materially affected by the 
Tennessee Valley Act, having already developed comprehensive 
training, research and extension projects, established valuable 
facilities, equipment, and a trained personnel, and accumulated 
a fund of scientific facts and experience, agree to co-ordinate the 
phases of research, extension, land-use planning, and educational 
activities of the experiment stations and extension systems in rela- 
tion to activities in which the T.V.A. is concerned. These activities 
are concerned with a unified regional agricultural problem. The 
agricultural colleges of the Valley States designate a State contact 
officer selected by the director of the experiment station and the 
director of extension, financed jointly by these agencies, with con- 
tributions from the Department of Agriculture and the T,V.A. 
This officer has the duty of familiarising himself with the agri- 
cultural interests of the T.V.A. and the Department of Agriculture, 
and passing on the information to the experiment station and 
extension staffs in his State. The memorandum looks to the crea- 
tion of joint committees of these staffs in each State, to consider 
special matters like erosion control, land utilisation, land settlement, 
and rural electrification. To guide these co-ordinated agencies, 
there was established a Correlating Committee of three members, 
one each from the Department of Agriculture, the Valley agri- 
cultural colleges en bloc, and the T.V.A, This Committee has a 
full-time executive secretary who divides his time between Wash- 
ington, the several States, and the T.V.A. 

The second phase is the contracts made between the Authority 
and the seven Valley States (and, as the farm demonstration plan 
progressed, with a number of States outside the Valley) by which 
the latter implement the policy of the T.V.A. These contracts 
also begin with a preamble containing a statement of objectives, 
as quoted above, and explain that the demonstratidns are needed 
in order to determine the basis for readjustments in farm practices 
and systems. There is the relationship of mutual benefit, whereby 
the Authority enlists the personnel facilities and relationships of 
the colleges in concerted action and without duplication of effort, 


* The University of Tennessee; the Alabama Polytechnic Institute; the 
University of Kentucky; the North Carolina College of Agriculture; the Vir ginia 
Polytechnic Institute; the Georgia State College of Agriculture; and the Missis- 
sippi State Extension Department. 
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while the funds and facilities of these colleges are supplemented 
by the T.V.A. for the services they perform in co-operation 
with it. 

The contract then binds the parties to undertake to study, 
determine, and apply principles of rational farm management, and 
to encourage the widespread adoption thereof. They have to work 
within the agreement between the Department of Agriculture, the 
T.V.A. and the colleges. Their chief objectives are clearly stated: 
readjustment of cropping systems to increase the acreage of soil 
protecting crops, such as sod-forming legumes, small grains, grasses, 
and reduce the percentage of bare land and land devoted to tillecf 
crops; the liberal application of phosphatic fertilisers, supplemented! 
with lime when necessary, to promote the growth of ground cover,, 
and especially legumes; the use of mechanical erosion control’ 
devices; and the progressive adaptation of these elements of soil! 
management systems into a sound farm business organisation pro- 
viding adequate farm income. 

Furthermore, the contract recognises that to achieve the pur- 
poses of the demonstrations, accurate measurement of results is 
necessary, and therefore must be carried on continuously according: 
to established methods and techniques. This includes careful and! 
deliberate agreement upon the selection of counties to secure a 
representative variety of soil and climatic conditions, based in 
part upon the soil suiweys. The land grant colleges, through their 
experiment stations, take the responsibility of interpreting tlie 
meaning of the survey and assisting in its use. The T.V.A. reim- 
burses the colleges for funds expended in the expansion of the facili- 
ties and personnel needed to complete this survey within a givers 
time, and provides the services of an expert approved by the college, . 
who consults with all agencies concerned in guiding these survreysi 
and in interpreting and applying their results to the programme- 
Also, the Authority promises to make available its own base maps 
of the Tennessee Valley area, while the colleges agree to make 
available their libraries, the results of investigations and experi- 
ments, the staff for purposes of interpretation, their research labora- 
tories, experimental farms, facilities and personnel. The T.V.A. ’s 
payments are made as monthly reimbursements to the land grant 
colleges on receipt of satisfactory records. 

In the fiscal year 1941 the number of active test-demonstratioit 
farms numbered 26,541. These covered some 5,250,000 acres and 
were established in 756 counties scattered through 27 States; 85 
per cent, were located in the seven Tennessee Valley States.^ 


* Cf. Appendi.x I, table 3. 
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Establishing Farmers' Associations or Clubs 

Farm demonstrations require supervision, and they are super- 
vised by the regular county extension agents, but, in addition, 
•within the Tennessee Valley, some 120 assistant county agents 
and 26 supervisors and special agents are employed and paid by 
the State Extension Services. The T.V.A. reimburses the colleges 
for the funds they contribute to the Extension Services for the pay- 
ment of these agents. "County agricultural associations” are 
established, and the interest and co-operation of the individual 
farmers enlisted in the following manner. County agents encourage 
local meetings of farm commimities. Sometimes a simple business 
meeting of farmers suffices, but in most cases a community meeting, 
complete "with wives and children, is convened, and the proceed- 
ings are partly social and partly educational. In the course of the 
meeting the dangers threatening the land and their remedies are 
described, sometimes with the aid of lantern slides and films; and 
it is made clear to the farmers that they should improve the land 
they now occupy, because the days of the American frontier, when 
they might have eased their condition by mo'ving to more fertile 
land elsewhere, have passed away. The appeal is to a better stand- 
ard of Imng, and the direct relationship between better farm 
methods and high income, low individual tax rates, good schools 
and so on, is brought clearly home. 

The farmers are impressed mth the need of organising in order 
to operate the new system, including the use of T.V.A. phosphate. 
How this can be done is explained. Where no other organisation 
is available to sponsor the tests, they must establish among them- 
selves voluntary soil conservation or soil improvement associations 
or clubs, in order to secure a combination of the intelligence of a 
number of farmers to cope with their concrete problems.^ The test- 
demonstration farms are selected by the club according to type of 
farming, involving differences in combinations of climate, tempera- 
ture, days of sunshine, length of day, rainfall, humidity, air currents, 
soil conditions, topography, density of population, and type and 
proportions of crops and livestock. If the farmers themselves are 
willing to undertake a demonstration, the college will come in with 
scientific help and encouragement, and the T.V.A. will make phos- 
phate available. They learn that the T.V.A. will work with them 
only through the extension system, with which they are already 
Tong familiar. Sooner or later, some local leader among the farmers 
•makes contact with the county and assistant county agents and 
proposes a conservation association. 

‘ About three quarters of these dubs have a membership of from under 100 
up to 300. 
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The Test-Demonstration in Practice 

The farmers’ association makes an agreement with the agri- 
cultural extension service. The farmer who has been selected as 
the operator of a test-demonstration is first in the order of those 
making the agreement, and he agrees to carry out certain practices 
in the use of the phosphate. He will co-operate with the county 
agent and assistant agent in developing sound methods of agri- 
culture. He will keep adequate farming records; practise methods 
of erosion control agreed upon; use T.V.A. fertiliser only on soil 
protecting crops and not on inter-tilled crops, such as corn, tobacco, 
cotton or potatoes; refrain at least for a period of five years from 
ploughing under permanent pastures to which fertilisers have been 
applied ; indicate on the map of his farm the acres to which T.V.A. 
fertilisers have been applied, the dates and amounts per acre of 
the applications; leave certain portions of each field unfertilised in 
order to check the effectiveness of the fertiliser; allow free access-- 
to his farm to the county agent or his representative for inspection 
purposes. Although the fertiliser is a donation, the farmer has to 
pay the freight, handling and other miscellaneous expenses on the 
fertiliser received from Muscle Shoals. 

The T.V.A. considers that when a farmer is a test-demonstra- 
tor, he takes on a public responsibility, and the farm, which belongs 
to him, becomes a semi-public test and demonstration ground. 
The T.V.A. fertiliser is not given directly to the farmer, but through 
the college is made over to the association or club, which passes it 
on to the farmer. The county agents and their specialists partici- 
pate, not in the sense of "showing the farmer how”, but as scientific 
ad-vdsers, since the T.V.A. recognises that the farmer is best ac- 
quainted with his local conditions and that each farm has its own 
character, and is indeed a combination of many diverse agricultural 
and human factors. The part played by the trained agricultural 
worker is in applying technical g^uidance and educational devices, 
in order that the farmers may the better determine their own. 
course of management. 

There is very close and careful consultation between the agents, 
the extension specialists, and the demonstrator. Each farm is- 
treated as a separate and individual problem, and each factor in 
its wealth-producing acti-vities — pasture, arable land, dairy, fruit 
crops, cash crops, timber and recuperative cover growing — ^must 
be taken in relationship with the rest since, even in the course of 
the demonstration, each farmer must meet the demands of the- 
home and his current commitments. The assumption of respon- 
sibility as a test-demonstration farmer may involve quite drastic 
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and costly reorganisation and improvements on the farm, such as 
■draining, terradng, fencing, and so on. Home economy may need 
adjustment to what the farm is producing. Furthermore, the 
farmer has to pay for the quantities of limestone necessary to 
•supplement the phosphatic fertiliser supplied by the T.V.A. Hence, 
it is important to overcome the scepticism of the farmer, and per- 
suade him that he will be the better off at the end of the demonstra- 
tion period and if he continues good methods. The demonstration 
farmer is under the fairly continual observation of his neighbours 
Tvho formed the club and helped to designate him because of his 
good standing and trustworthiness, for they wish to adopt on their 
•own farms those methods that prove beneficial. 

The success of the demonstration is not to be measured simply 
Ijy what happens to this particular tract of land, or the quality of 
it, but rather by the skill with which it is managed ; and by the fact 
"that those in close association may take notice and be convinced. 
It is not the part of that particular farmer to preach the lessons 
that he may so profitably have learned; it is rather for the associa- 
tion to take note, and even more for the county agents and other 
extension workers to bring home the lessons of the demonstration 
and to encourage all around to take up similar methods. Through 
the unit farm tests, the way to an “area” test, later to be described, 
is opened. As farm tests spread, the farms on the periphery tend 
to start another circle of farms under test, and so the work and 
influence progress. 

The Alabama Extension Service made a study of 290 farms 
under T.V.A. demonstration over a six-year period. An average of 
57 persons had visited each farm in that period, of whom 35 had 
adopted improved farm practices, and 15 had been influenced 
to participate in the Agricultural Adjustment Agency's pro- 
gramme. 


"An Accurate Measure of the Economic Return" 

Naturally, in order that the demonstration may offer lessons, 
it is important that the farmer should honour his agreement to keep 
records and that these should be duly analysed from time to time.* 
The T.V.A. does not lay down the course which the farmer has to 
pursue; the State extension systems advise him on these matters, 

* Section 5 (6) of the Statute says; “To arrange with fanners and farm asso- 
oatiqns for large-scale practical use of the new forms of fertilisers under conditions 
permitting an accurate measure of the economic return they produce”. Section S 
(e) adds that the donations or sales of fertiliser "for experimentation, education 
and the introduction of the use of such products in co-operation with practical 
farmers” is to be conducted “so as to obtain information as to the value, effect 
and best methods of their use”. 
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occasionally assisted by suggestions from the correlating com- 
mittee at its half-yearly meetings. Neither does the T.V.A. lay 
down the form of records. These are prepared by the land grant 
colleges, which means that there is a variation, State by State, in 
content and quality. Generally they follow a farm record book 
patterned after that of the United States Department of Agri- 
culture in co-operation with the Agricultural Adjustment Adminis- 
tration and the State extension economists. These books are more 
or less detailed accountancy analyses for the farm, providing for 
an annual recording of stocks, receipts, purchases, expenses, map 
of the farm, livestock breeding, note and mortgage transactions, 
purchase and sale of real estate, and so on. 

It is essential for the success of the demonstration that the 
records should be full and accurate. This is, in the first place, a 
responsibility of the farmer assisted by the county agents; secondly, 
of the State extension services; and, as the procedure has come to 
be administered, only in a third and indirect way a responsibility 
of the T.V.A. Yet, according to the Statute, the responsibility for 
the large-scale practical use of the fertilisers "under conditions per- 
mitting an accurate measure of the economic return they produce” 
rests first and foremost upon the Authority. It may be that the 
full organisation and steady pressure needed to secure full and 
accurate returns from the farmers could not, and cannot for some 
years, be developed otherwise than through the methods already 
adopted by the Authority. The Authority has not yet been able 
to develop its co-operative responsibility to such a point as to ensure 
that farmers keep records as accurately as desirable, or that the 
county agents, the assistant agents, and other representatives of 
the State extension services exert swift pressure to this end. It has 
been obliged to proceed by gradual educational methods. It is 
hoped that the time is not far distant when farm reports will be 
complete, exact, and up to date. 

The county agents have a complex and difficult job. They must 
review the farm record books, and make clear to the demonstra- 
tion farmer himself and to the other members of the association 
the meaning of the results. They must also educate and per- 
suade the farmer himself to understand the meaning of keeping 
records. 

The fertiliser provided by the T.V.A. is of substantial value. 
For example, phosphate is normally made available for soil con- 
serving crops at the rate of 40 pounds of triple superphosphate per 
acre per year. The cost may be calculated at 1.9 cents per pound, 
that is to say, something like 76 cents per acre, against which the 
farmer places his labour, equipment, and hazards. The farms in 
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the'Valley area, though varying very greatly in size, are mainly 
of about 25 to SO acres, but 90 per cent, of the demonstration farms 
are from 51 acres upwards^, so that year after year quite a substan- 
tial contribution to the demonstration system comes from the 
Authority.* Before the T.V.A. came into existence the extension 
service had urged farmers to undertake such a system of demon- 
strations, but without the free contribution of fertiliser and the 
joint effort of farmers the scheme was unsuccessful. Not all the 
farmers who make an agreement keep it; some use the fertiliser 
dishonestly for the production of cash crops. The proportion of 
these backsliders, however, seems to be quite small; this is attri- 
buted partly to the good sense of the farmers and partly to the 
sanction of the public opinion of the local soil conservation associa- 
tion. 


Area Tests 

Besides conducting the unit farm demonstrations, the Authority 
also participates in area test-demonstrations, an interesting and 
highly instructive supplement to demonstration on individual 
farms. An area test-demonstration includes a number of farms in 
the same community. The area demonstration is extremely valu- 
able, because an entire community may be affected by a common 
geographical factor; for example, it may lie in the watershed of a 
small stream tributary to the river, or the single farms may be 
conducting their operations as complementary to each other, some 
producing milk, others crops, others pulse and small grains, others 
tending herds for breeding. These areas vary from 1,000 to 10,000 
acres. In the Tennessee Valley there are some averaging 5,000 
acres and containing several score farms. Such area demonstrations 
are started only where considerable progress has already been made 
by the test-demonstrations on single or unit farms, and where a 
considerable proportion of the farmers are interested. From time 
to time, assisted by the county agents and any necessary specialists, 
the farmers make changes in the plan originally sketched for each 
area. 

* About 10 per cent, of test-demonstration farms are 50 acres in size or smaller, 
33 per cent, are 51 to 100 acres, and 20 per cent, are 101 to 150 acres. Though 
some small farms from 25 acres uj} are included in the demonstrations, the main 
concern of the county agent is with those of between 51 and 150 acres. This 
figure has significance when it is considered that the average size of a farm in 
the State of Tennessee is slightly under 75 acres, and only in Georgia does the 
average acreage go up to 110. 

* The T.V.A.’s interpretation of the donations of fertiliser is that they should 
not be considered as a donation but rather as a partnership arrangement whereby 
both the farmer and the T.V.A., through the land grant colleges, supply valuable 
goods and services in order to discover certain fundamental principles affecting 
agriculture. 
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Results of Demonstration Programme 

After some six years of farm demonstration, the Authority has 
been able to see results.* These appear in reports prepared by the 
extension services in special areas, based upon a single farm or 
several, or upon a number of counties, and designed to show what 
progress, if any, has been made along the lines anticipated by the 
colleges and the Authority.* It is impossible at this stage of the 
Authority’s operations to give a complete survey, but some ex- 
amples which the colleges have made public are extracted in a 
later chapter.® At this point one widespread sample alone may 
be cited. It is the record gathered by the Tennessee Agricultural 
Extension Service of 100 farms. 

Seven stages of progress were noted and the number of farms 
that had advanced to each was set down. On 71 farms that showed 
greater vigour in livestock (stage II) there was an increase of 9 
in the number of calves born per 100 cows. On the 37 farms showing 
improvement in land use (stage IV), corn acreage was reduced by 
20 per cent., while acreage of legumes and hay and pasture grasses 
was increased by 15 per cent., and acreage of winter cover crops 
was increased by 26 per cent. Furthermore, on these 37 farms the 
number of cows was increased by 18 per cent., the number of calves 
was increased by 49 per cent., the number of cattle and calves pur- 
chased was decreased by 25 per cent., and the quantity of dairy 
products sold was increased by 15 per cent. Other results are shown 
in the following table. 

Number of 

farms Stage 

Results 

Improved biological adjustments 

83 I More vigorous growth of legumes and grasses treated with 

lime, phosphate, and other fertilisers. 

71 II Increased vigour of livestock consuming the legumes 

and grasses. 

52 III Increased yields and quality of crops following the treated 
legumes and grasses. 


1 The value of the T.V.A. fertiliser at present made available to the farmers 
for co-operative tests has been assessed by computation of the money value of 
the nitrogen it puts back into the soil, if that amount of nitrogen had been bought 
commercially. One pound of phosphate used on legumes, it has been computed, 
permits the plant to utilise from 3 to 5 pounds of nitrogen from the air. It is 
estimated that T.V.A. phosphates used in demonstrations would thus equal 124 
million pounds of nitrogen drawn from the air, worth $10 to $15 million. Cf. 
Budget Justification; Hearings, Independent Offices Appropriation Bill, 1940: H.R. 
1939, p. 1804. 

* See Results of Co-operative Tests, etc., by the Valley States Land Grant 
Colleges (T.V.A., Nov. 1940), Parts I and II; also Carleton R. Ball: The Work 
of the Land Grant Colleges in the Tennessee Valley (1939). 

’ More detailed figures are given in Chapter XIII. 
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Number of 

farms Stage 

37 IV 

33 V 

20 VI 

9 VII 


Results 

Improved farm management 

Changes in land use, especially shifting row crops to 
pasture and hay. 

Adjustments in kinds and numbers of livestock and live* 
stock production practices. 

Improved family welfare 

Increased security and well-being of the family, or fami- 
lies living on the farm. 

Improved community welfare 

Increased security and well-being of the people of 
neighbourhood, community, county, area, State, region 
and nation. 


T.V.A. Phosphates and the Nation 

The T.V.A. is interested in concentrated phosphatic fertiliser 
both because of the special needs of the Valley, and of its general 
concern for the national good. By 30 June 1939, the T.V.A. had 
purchased nearly 3,500 acres of phosphate lands in the Tennessee 
area, costing $1,288,000 (including prospecting and land acquisition 
costs), as a reserve for its own manufacturing programme. 

From the beginning theT.V.A. has shown concern for the national 
use of phosphatic fertiliser and the ownership of deposits. It has 
made surveys of the latter, and estimates of the amounts required 
by the whole United States in a very long-term appreciation of the 
needs of the soil. It has suggested the purchase of deposits by the 
United States Government to add to those already governmentally 
owned (90 per cent, of all) in Idaho, Montana, Wyoming and Utah. 
These deposits are low grade ore, but T.V.A. discoveries and refine- 
ments of production methods, by greatly decreasing transport and 
handling costs, have given sound promise of their exploitation and 
distribution if the appropriate hydroelectric or steam plants should 
be|set up on thespot. The T.V.A.hasmanifestedgreatconcem regard- 
ing the disastrous consequences which may result from neglect of 
the problem of dwindling phosphorus reserves. Nearly four million 
tons of rock phosphate are mined annually (chiefly in Florida and 
Tennessee, because close to fertiliser consuming areas), of which 
one million tons are exported. The rest was necessary to meet 
American needs in 1939. But the T.V.A. observes that many times 
more than three million tons are needed to make up the annual 
losses in the quality of American soil, and, at the rate of current 
extraction, the deposits of Florida and Tennessee will be exhausted 
in 50 years. Hence, the Authority made recommendations to the 
President for securing phosphate reserves. The recommendations 
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were passed on by the President to Congress^, and the matter was 
taken into consideration by a Congressional Committee. This 
Committee recommended® that a committee should be appointed 
for further investigation of phosphate deposits, their ownership 
and use, and other mineral resources; that the Geological Survey 
be enabled to make a thorough survey of United States phosphate 
reserves; that the T.V.A. experimental work be continued and 
extended; that the Agricultural Adjustment Agency programme 
be extended ; that an experimental plant, for education and demon- 
stration, be established in the vicinity of the western State phos- 
phate reserves, and that meanwhile the T.V.A. should conduct 
experiments with these reserves, especially for use on western soils; 
and that the United States Government should purchase privately 
owned phosphate lands now in a non-productive condition.® 

The T.V.A. does not sell fertiliser except in one case. It 
made available to the Agricultural Adjustment Administration^ 
superphosphate for distribution as a part of the Federal grant- 
in-aid, implementing the national soil conservation programme. 
In 1938 some 36,000 tons were so used; in 1939, 45,000. This enables 
the Authority’s influence towards better soil and crop practices to 
be extended. The A.A.A. reimbursed the Authority on the basis 
of cost of production based oA available plant food, which has 
varied from 75 cents per unit to 64 cents per unit (20 pounds of 
P2O6). 

Fertiliser companies have watched T.V.A. operations with a 
careful eye, lest, as with its power operations, it should produce on 
a really large scale for the open market.® This the T.V.A. has never 
attempted. The companies have even complained of the sub- 
stantial amounts supplied free of cost by the T.V.A. and the A.A.A. 
under the demonstration scheme. For how long the continued 


^ Cf. Presidential Recommendation to Congress on Production and Conservation 
of Phosphates, 20 May 1938. 

® 76th Congress, 1st Session, House Document No. 21, Report of Joint Congress- 
ional Committee to Investigate. . . Phosphate Resources of U.S. (17 Jan. 1939). 

> In November 1942 a consulting committee on western phosphate was ap- 
pointed, but the war has impeded progress. 

< The Agricultural Adjustment Administration, a branch of the United States 
Department of Agriculture, was established in May 1933 to maintain continuous 
and stable supplies of basic farm products at prices fair to both fanners and con- 
sumers, to conserve soil resources and individual farms, and to assist farmers 
in obtaining an equitable share of the national income. In February 1942 the 
Agricultural Adjustment Administration was converted into the Agricultural 
Adjustment Agency of the Department of Agriculture. 

‘ Mr. C. J. Brand, Executive Secretary of the National Fertiliser Association 
giving evidence before the Joint Committee of Investigation {Hearings, Part X, 
p. 4358) said: “The T.V.A. conducts research on new processes and on the testing 
of new projects and new products, which we certainly do not criticise, in fact 
which we rather applaud, because we think that the Authority has funds to do 
things which the private industry has been unable to do”. 
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experimentation on a large scale can be maintained, without doing 
much more,, or much less, is a serious question. As has been said, 
theT.V.A. has power to sell fertiliser, but does not do so because public 
opinion would probably not support it. At any rate, one of the 
results of T.V.A. production of concentrated fertiliser has certainly 
been to stimulate fertiliser manufacturers to produce more con- 
centrated superphosphate and to hold down its price. This result 
has not yet assumed large dimensions, but it is perceptible, bene- 
ficial, and promises to become ever more important. It is indeed 
urgent that it should; for supposing that the T.V.A. persuades the 
farmers to use superphosphate and therefore to demand it, the 
educative work will have been of little avail if concentrated super- 
phosphate is not manufactured to meet the demand. 

Is the T.V.A.'s message, as expressed in its farm demonstration 
scheme, catching on ? That is the test of its worth; for the forcing 
quality of phosphates on crops can be tested in the laboratory or 
in field plots. There are farm demonstrations in some parts of 
counties, amounting in all to something like 10 per cent, of all the 
counties in the United States. The appreciable increase in the pro- 
ductivity of land, cattle products and poultry has been amply 
demonstrated by the comparison of land farmed and fertilised 
under land grant college guidance and other land.^ But the T,V.A. 
has also discovered that converts have been made. For example, 
in 13 counties of Alabama with three pounds of purchased phos- 
phate for each pound of demonstration phosphate used, the im- 
proved pasture area increased from 1935 to 1940 from 2,000 to 
29,000 acres; the area of winter legumes from 60,000 to 204,000 
acres; the area of perennial legumes from 1,200 acres to 11,000 
acres; and the area of lespedeza from 100,000 to 178,000 acres. 
In south-west Virginia, by 1935, after many years of floating know- 
ledge that phosphate and lime were needed, only 5 per cent, of the 
farmers had treated their pastures. By 1940, over 70 per cent, of 
the farmers had adopted this practice and were using 45 per cent, 
of their A, A. A. payments for lime and phosphate. In 1940, in the 
North Carolina counties in the T.V,A. area, where the demonstra- 
tion programme is most intensive, farms applied 56.6 pounds of 
A.A.A. superphosphate to their cropland and open pasture; but 
farms in non-demonstration counties applied only 1.6 pounds. 
There are many other indices of the same nature to show that the 
lesson is being learned and applied. The research department of the 
American Farm Bureau Federation reported in November 1940 
that the T.V.A. fertiliser production and farm demonstration policy 


* Cf. tables in Chapter XIII, 
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were' sound, and recommended the extension of the use of the im- 
proved plant foods, and that Congress further support the programme. 

Nitrates and Phosphorus for National Defence 

It was noticed earlier that an important factor leading to the 
establishment of the T.'V.A. was the building by the United States 
Government of nitrate plants during the war of 1914-1918 to aid 
the production of munitions and fertilisers. Section 5 of the T.V.A. 
Statute put Nitrate Plants Nos. 1 and 2, the steam generating 
plants connected with them, and the limestone quarry, into the 
Authority’s charge. The Authority was required to maintain in a 
stand-by condition such portions of Nitrate Plant No. 2 as were 
not actually used in its fertiliser operations. The Authority, how- 
ever, as has been seen, found that the production of phosphoric 
fertiliser was technically and economically preferable to the pro- 
duction of nitrates. Nitrate Plant No. 1 was obsolete; the War 
Department did not regard it as a military asset; it was fit only 
for scrap, though the Authority left the problem alone. As regards 
Nitrate Plant No. 2, the Authority, at the request of the War 
Department, originally prepared a plan for rehabilitating a part 
of the plant to produce ammonium-nitrate, at a cost of nearly 
$1,000,000; but this was rejected, and not until 3 December 1940 did 
the War Department direct the Authority to recondition the plant. 
A little earlier than this the Authority had already begun to build 
a new and modern synthetic ammonia works to replace the cyani- 
mid process installed when the plant was originally built; the War 
Department provided the funds both for the reconditioning and 
the new construction. The Authority has planned for the produc- 
tion of 150 tons of anhydrous ammonia a day; when fed into the 
ammonium nitrate plant this produces 300 tons daily of ingredients 
for explosives. As in the previous world war, it is proposed that 
the plant may later be available for experimental work with ferti- 
lisers. The phosphorus produced by the Authority is also an im- 
portant element in the manufacture of munitions, and elemental 
phosphorus has been sold to the War Department as a constituent 
of munitions. In order to increase its phosphorus production satis- 
factorily, the Authority set up a new electric furnace designed to 
add the equivalent of 50,000 tons per year to the 100,000 of con- 
centrated fertiliser already produced. At Mobile, Alabama, work 
is planned for a phosphorus and metaphosphate plant, of a capacity 
equivalent to 75,000 tons of the latter annually, to be ready in 
1944, located at Mobile to take advantage of the large reserves of 
phosphate rock in Florida, easily accessible by water transport. 
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Direct Erosion Control 

The farm demonstration work of the T.V.A. serves the indirect 
prevention of erosion by encouraging the growth of a matting of 
leguminous and other cover crops. By itself, this is sometimes in- 
sufficient to cope with the problem of severe erosion, and the Author- 
ity has therefore taken certain other direct and supplementary 
measures. The first of these is the encouragement of terracing, an 
ancient method of making trenches and shallow dykes along the 
contour of the land, to hold the water and reduce the speed at 
which it runs off, making it “walk” instead of rushing downhill. 
The Authority was not the pioneer in the introduction of terracing 
in the Valley. In the State of Alabama, farmers’ associations 
organised on a county basis, encouraged and assisted by the State 
extension services, had devised an arrangement with manufacturers 
of terracing machinery for the purchase of large power grading 
machines, the purchases being underwritten by some responsible 
local agency. The assistant county agent and the district terracing 
supervisor manage the machines with the use of local labour and 
are responsible for the scientific layout of the terraces; the farmers 
pay the associations between $3 and $4 per hour for the work. 
The T.V.A. , through its agricultural department and the arrange- 
ment tvith the extension services already described, set itself to 
encourage these operations. The number of power terracing units 
was 55 in 1935 and 1936; by 1938, there were 70 large units and 
5,000 individual and small units. The increase in the area terraced 
has been shown by the fact that, in the year 1935, 26,000 acres were 
terraced; by 1941 nearly 700,000 acres had been terraced.^ 

Forestry 

Soil erosion control, direct and indirect, involves the problem 
of afforestation, but afforestation goes beyond this in its economic 
significance. More than half the land area of the Valley is still 

* The figures are as follows: 

Cumulative 

Year total acres 

— terraced 

1935 26,307 

1936 92,29'i 

1937 

1938 361,799 

1939 468,904 

1940 582,669 

1941 675,523 

In the year 1938-39 large units terraced 41,515 acres and small units 65,590 
acres; and the cumulative total of 468,904 acres terraced had been contributed 
as to 2^,637 acres by large units and as to 199,267 acres by small units. In the 
year ending 30 June 1938, of the large power outfits, 14 were owned commercially 
and 56 by associations. 


TH® PROPER USE OF THE LAND 


71 


under forest, but the timber volume is only about 10 per cent, of 
the original stand. In the Tennessee Valley, forests are a means 
of retarding excessive water run-off and of preventing soil erosion 
and the silting of rivers; and they are an economic resource which 
produces timber and its by-products and which provides a habitat 
for wild life. 

So far as erosion control and reafforestation are concerned, the 
Authority’s soil and forest surveys and regional land use programme 
indicate the areas requiring immediate attention. Through the 
county agents of the State extension services, farmers apply for 
soil-erosion-control work. If there is merit in the application, a 
contract is made with the farmer by which he must maintain the 
improvement of his land for at least five years. Then, year by 
year, projects are established to construct check dams and diver- 
sion ditches, to plough in gully banks, and to mulch and matt 
sheet eroded areas. This is supplemented by the planting of forest 
trees, produced by the Authority in its two forest tree crop nurseries 
maintained at Clinton, Tennessee, and Muscle Shoals, Alabama, 
and distributed free to farmers with whom it has contracts. In all 
' this work the Authority has been assisted by men from 18 to 36 
from Civilian Conservation Corps^ camps located in the Valley 
area. From 1933 to 1942 these camps provided approximately 
5 million man days of labour on forestry projects sponsored by the 
Authority, being maintained, of course, by the Federal Govern- 
ment, Altogether some 136,000 seriously eroded and gullied acres 
on approximately 15,000 farms having a total area of more than 
two million acres have been protected. Up to the end of 1942 more 
than 150 million forest trees had been planted in the Valley through ' 
this T.V.A. co-operative programme, and of these, 105 million were 
used for erosion control on farm lands,* 

Besides the trees mainly on private land in connection with 
erosion control, the Authority has planted nearly 45 million on 
37,000 acres of its own land acquired from its reservoir operations. 
Thus, it has also established protective strips around the margins 
of lakes created by its dams. 

Protection and development of the forest resources of the water- 
shed naturally promote improved use of land and resources, and 
thus facilitate the achievement of flood control and navigation 
objectives. The Authority’s activities in reafforestation and forest 
development are designed to increase the infiltration of rainfall, 

* The Civilian Conservation Corps (C.C.C.) was established in April_ 1933 

to provide employment and vocational training for youthful unemployed citizens. 
It was abolished in June 1943. . . 

* The advent of the war has caused the drastic reduction of these activities. 
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reduce run-off, and regulate the flow of streams. Fortunately, 
action taken in this direction also increases the economic value of 
the forest by making it more productive. Thus the general welfare 
is served in a dual way through the encouragement and develop- 
ment of forest conservation practices in every possible manner, 
with and through existing forestry agencies. The agency with which 
the Authority co-operates and the type of co-operation depend to 
a considerable extent upon the type of landowner involved. For 
instance, the extension service is primarily interested in farm forests; 
the State foresters have an over-all interest; whereas certain public 
owners are ordinarily interested only in the tracts under their 
jurisdiction. 


Educational Guidance of Private Owners 

The problem of ownership, therefore, is a fundamental factor 
to be considered in the designing of a forestry programme, partic- 
ularly where co-operation must be conducted with several agencies, 
each of which is somewhat jealous of its prerogatives in this field. 
To achieve management conducive to sustained yield among a 
large group of scattered landowners, each with an individual educa- 
tion and outlook, is a very difficult task. 

Farm forests cover 39 per cent, of the forest area of the Ten- 
nessee Valley and involve over 150,000 owners. As such a large 
proportion of the forest resources of the Valley form part of farms, 
it is realised that (as with the fertiliser programme) private owner- 
ship must be encouraged and forestry treated as but one aspect 
of the total farm economy. Such a programme must necessarily 
be one of education — issue of educational materials, use of motion 
picture films, furnishing of free trees for reafforestation demonstra- 
tions, making demonstrations of improved forest practices, reducing 
woodland grazing, and encouraging organisation for adequate fire 
prevention. Thus, the farm forestry problem is approached as one 
of educating the landowner to the desirability of so managing the 
forest that maximum production and resultant income are obtained. 
The highly expert advisory assistance furnished to the Extension 
Services by the Authority is having a generally beneficial effect on 
practices. 

Forty-three per cent, of non-farm forest* is owned, in large hold- 
ings up to several hundred thousand acres, by corporations and 
individuals, many of whom are non-residents. Although a few such 
tracts are well managed, most of them are being rapidly exploited 
for timber, coal, iron and phosphate. These lands become chronic- 

* See Appendix I, table 1. 
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ally tax delinquent, are subject to timber theft, and present a 
serious problem in public administration. Where such landowners 
have an interest in improving practices, an educational approach, 
through the offices of the various State foresters, is followed. How- 
ever, lack of interest on the part of these owners makes this one of 
the remaining urgent problems to be solved. 

The public forests represent a permanent and stable type of 
ownership. These have been acquired by various public agencies. 
Federal, State, and municipal, for purposes of watershed protection, 
timber and game development, or recreation. On these areas long- 
term programmes of improvement directed towards producing the 
greatest public benefits are possible, and the Authority is assisting 
these agencies by making available to them the advisory services 
of specialists in the various forestry fields. Were all the forest land 
in such stable ownership, sustained industries and employment and 
the resultant stabilisation of local economy could unquestionably 
be achieved. However, the Authority believes in preserving private 
initiative and trusting to the capitalistic incentive of profit, and 
because of this it has long since given up its original design of solving 
the forestry problem through the public acquisition of large tracts 
of forest land and a policy of intense development as practised in 
some European countries. 

Forest Survey and Prospects 

As a basis for determining what its programme should be, the 
Authority has completed a survey of the forest resources on all 
the 14 million acres of forest within the Tennessee Valley. This 
survey shows that the 54 per cent, of the Valley which is covered 
by forests is now producing only one third to one half of the local 
employment and income which it might produce under prudent 
management and protection. Even so, the forest industries of the 
area manufacturing primary products employ 63,000 workers, 
drawing annual wages in excess of $42 million. These industries 
manufacture such products as lumber, cross-ties, veneer, fuelwood, 
pulpwood , and cooperage. Other wood-using industries reprocessing 
these rough products employ an additional 9,000 workers drawing 
annual wages of $7,600,000. Thus, inadequately exploited, the 
forest resources yet furnish employment to 72,000 workers who 
draw $50 million in wages annually and produce approximately 
$112 million worth of products. 

It is estimated that in time a programme of forest development 
could at least double the production of the forest, and afford em- 
ployment to about 150,000 workere producing products valued in 
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excess of $200 million. Such a development is being encouraged 
by the Authority in forest and factory. In co-operation with State 
engineering colleges and the United States Forest Products Labor- 
atory, the Authority is investigating methods of producing lamin- 
ated lumber manufactured from small, defective hardwood trees, 
tree tops, and logging waste now considered unmerchantable. This 
investigation has reached the pilot-plant stage and if successful 
should add to the manufacturing possibilities of the Valley’s raw 
materials. Other investigations looking towards further manu- 
facturing of raw wood are being undertaken, and it is upon the 
results of such studies and the conclusions drawn from them that 
the Authority relies to bring home to individuals and public agen- 
cies of the area the importance of forest conservation. 

Co-operation with other Agencies 

At the same time, improved methods of timber culture are being 
studied and demonstrated. To this end the Authority has a memo- 
randum of understanding with the United States Forest Service, 
whereby it collaborates with the Appalachian, Southern, and 
Central States Forest Experiment Stations and the Forest Products 
Laboratory in co-operative investigations of experimental areas. 
In addition, data are being collected and studies made on various 
parts of the forested areas which the Authority has acquired in con- 
nection with its dam construction programme. These experiments 
are designed to determine the most satisfactory species and mix- 
tures of trees to be used for reafforestation, rates of tree gro\frth on 
different types of soil, determination of the most economical 
methods of handling stands of timber of various mixtures and stages 
of growth, and many other studies which have a wide and practical 
applicability throughout the Valley. The information obtained is 
then made available to forest landowners and agencies for use on 
their own lands. 

Because of its interest in flood control, the Authority, through 
investigations such as the above, is also determining the effect of 
reafforestation and other forestry practices upon the rate of erosion, 
siltation, and water run-off. Thirteen drainages, ranging from 100 to 
17,000 acres, have been equipped for such investigations. Measure- 
ments of rainfall, stream flow, and other factors, including ground 
water, are taken from typical streams before treatment, and are 
continued over a period of years after erosion control and forestry 
treatment to determine the exact effectiveness of the measures 
taken. From the results of such studies it is hoped that a quant- 
itative measure of the effectiveness of forest cover for controlling 
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run-off and erosion and increasing ground water storage may be 
obtained. 

Finally, the Authority is interested in the protection of forests 
from fire and their care as a haven of wild life. On its own lands, 
of course, the T.V.A. has an adequate number of fireguards, but 
its own lands are only a very small proportion of the total acreage 
to be protected. Hence it co-operates with the States and the 
United Stales Forest Sendee to stimulate concern and the proper 
measures of organised protection required for some 14 million 
acres of woodlands. The Authority calculates that less than 20 
per cent, of this area is recemng sufficient protection. Surveys 
show that an average of some 700,000 acres of limberland is burned 
by some 10,000 fires annually in the Valley, that is, about 5 per 
cent, of the total is lost each year. From the beginning the Author- 
ity encouraged and collaborated with the States in measures of 
widespread education. From February 1934 to 31 December 1942 
about 6,000 educational motion picture programmes were presented 
to more than three quarters of a million people in the Valley States. 
Children and teachers have been enlisted in the campaign, and 
hundreds of thousands of leaflets distributed. It is thought tliat 
this has had the effect of producing more organised protection. 
The Authority has also made a forest fire survey for the entire 
Valley, going back to 1931, which has been made available to 
Federal, Stale, and local authorities and enables them to see the 
relative local incidence of fires and its relationship to the protection 
afforded. 


Use of T.V.A.-Owned Lands 

The T.V.A. has necessarily purchased large areas of the Valley. 
Most of this land forms the impoundment basin behind each dam, 
but the so-called "taking line” is so arranged as to include tracts 
of land along the margin of reservoirs and rivers in order to provide 
for safety, protection, and measures against soil erosion leading 
to silting. In 1941 the T.V.A. owned approximately three quarters 
of a million acres, and this has involved the Authority in the re- 
sponsibilities of an owner of landed estates. In the first place, as 
already indicated, some of the non-crop land has been used for 
reafforestation. Secondly, land which is considered physically suit- 
able has been put into agricultural use. The Authority itself does 
not act as farmer, but through its Agricultural Relations Depart- 
ment it has entered into contracts with the "soil conservation 
associations” (farmers’ clubs or associations) of a number of re- 
servoir counties providing for payments by the Authority to the 
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association for advice and assistance rendered in licensing Author- 
ity controlled land. The associations classify the lands, and recom- 
mend what crops could most suitably be grown. They also recom- 
mend the tenants (or "licensees” as the Authority prefers to call 
them) among the neighbouring farmers, and the amount of com- 
pensation, or rent, which the Authority ought to charge. Naturally, 
the Authority’s interest in the introduction of better farm practices 
and improved crop rotation plays a major part in the use of such 
land. In 1940 there were nearly 2,000 licences, covering about 
54,000 acres, and the revenue coming to the Authority from this 
source was nearly $103,000. In the last two or three years there 
has been a deliberate reduction of the Authority’s intake of land. 
It prefers not to assume additional responsibilities or take land out 
of private enterprise, and may even return lands to private owner- 
ship and use where this would not interfere with its own essential 
activities. 


Fisheries and Wild Lire 

The large tracts of land and lake have led to other problems — 
problems of biological readjustments, as the Authority calls them. 
The introduction of a number of large lakes and reafforestation in 
the area are bound to affect the wild life in the river and on the 
adjoining land. The denudation of the area in the past had been 
destructive of wild life. The T.V.A. intends to assist the develop- 
ment of fish, game and fur bearing animals. Very early in its career, 
the Authority began investigations of fishery in the river and lakes 
to ascertain the effects of impoundment, and it is now clear that 
most of the spedes which thrived in the river will do well in the 
reservoirs. The movement of the water for navigation, flood control, 
and the production of electridty is one of the problems to be met in 
fishery production. Stabilisation of water levels during the spawning 
season has proved feasible and effective. Hitherto the Authority 
has maintained hatcheries, but these have now been turned over 
to the United States Fish and Wildlife Service for stocking the 
lakes where necessary. For the most part it is believed that natural 
propagation will keep the reservoirs fully productive, after the 
fish have adjusted themselves to their habitat, and the stocking 
of the reservoirs from the hatchery will no longer be necessary. 
A census recently taken shows that in 1940 there were removed 
from five T.V.A. reservoirs nearly 5 million pounds of fish ; the oldest 
reservoir (Wilson) yielded the most pounds of fish per acre of water. 

Studies have been made of the conditions under which fur 
bearing animals can find a productive home in the Valley, and also 
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of the food of quail. Game food trees and shrubs have been planted 
in several reservoir areas. Aquatic food plants and waterfowl 
migration have been surveyed. In July 1938 a refuge of roughly 
41,000 acres of land and water, a part of the Wheeler Reservoir 
area in northern Alabama, was designated by Executive Order of 
the United States President as a migratory waterfowl refuge. It 
is assigned for use by the United States Fish and Wildlife Service 
as a refuge and breeding ground for migratory birds and other 
wild life. 



CHAPTER V 


THE ADVANCEMENT OF ECONOMIC OPPORTUNITY 

The primary tasks of the T.V.A., tending to develop the Valley’s 
water and soil resources and so raise its standard of living, have 
now been described. But these by no means exhaust all its efforts 
or contribution towards the main object. There are a number of 
related activities which, together with those already described, 
may properly be called economic planning for the Valley’s prosper- 
ity. These activities spring from two principal sources which are, 
of course, connected and complementary, though each also has 
its own specific objectives. The first of these sources is the attempt 
to raise the meagre standard of living by making labour easier or 
more productive on the farm, chiefly by the invention or adaptation 
of farm apparatus or processes. Incidentally, this assists the fulfil- 
ment of other T.V.A. purposes, for example, the increased sale of 
electricity and the conservation of the soil. Secondly, by what are 
called the "planning” sections of the Statute, namely. Sections 22 
and 23, as well as the implications of the Preamble, the T.V.A. has 
a more general responsibility for increasing the well-being of the 
Valley. To this end, it is endowed with powers to make studies, 
demonstrations, and investigations, and to propose action. This 
general power has been used in the conduct of investigations into 
the mineral and other resources (for instance, recreational and 
tourist possibilities) and their economic exploitation. The belief 
that the income of the area could most effectively be raised by a 
measure of industrialisation was an additional spur to research into 
local resources and industrial processes which could be of use 
locally. 

Perhaps the quickest route to the raising of the standard of 
living would have been wholesale promotion of industry; but in the 
climate of opinion outside the Valley and having regard to the 
deficiency of T.V.A. powers for such a purpose, this course could 
not be followed. Hence, no large-scale campaign for the promotion 
of industry was undertaken or considered. But it was believed that 
if cheap electricity, good transport facilities on the river, and per- 
haps processes that could be locally handled, were provided, and 



THE advancement of ECONOMIC OPPORTUNITY 


79 


if this came to be known, industry would establish itself. This 
would increase traffic on the river, and so again add to the income 
of the region. With this general destination in mind, then, the 
T.V.A. has taken the path which will presently be described, partic- 
ularly emphasising its intimate understanding of, and concern for, 
the Valley’s problems, because the centre of its administration is 
lodged in the very heart of the Valley itself.^ 

T.V.A. Planning Powers 

Before attempting to describe the T.V.A.’s efforts to advance 
economic opportunity and, in the next chapter, its contributions 
to the social well-being of the Valley, a few words are necessary on 
the nature of the powers of economic planning given to the Author- 
ity by the Statute. This is most essential if the powers of the T.V.A. 
are to be seen in their proper proportion. The Statute at first sight 
appears to give the T.V.A. wide powers of economic planning. 
Section 22 gives powers to the President, who has transferred the 
powers to the T.V.A., and these powers are “to aid further the proper 
use, conservation, and development of the natural resources . . . 
and to provide for the general welfare of the citizens but 

this power is limited only to the making of surveys and general 
plans within the limits of appropriations made therefor by Congress. 
Thus, T.V.A. powers are not designed to reconstruct the area itself 
forthwith, but only to make surveys and plans, and even then, 
only so far as Congress has appropriated money therefor. The 
purpose stated in the same section, namely, "all for the general 
purpose of fostering an orderly and proper physical, economic and 
social development of said areas”, is wide in scope, but, as we must 
emphasise once more, is limited to “studies, experiments, or demon- 
strations as may be necessary and suitable to that end". 

These powers to study, experiment, demonstrate, survey, and 
make general plans — ^which, by the way, may be undertaken in co- 
operation with States or their subdivisions, or with co-operative 
or other organisations — do offer, however, a wide opportunity in 
its own field of planning, namely, the preparation of schemes, the 
development of ideas and the making of systematic suggestions 
for reconstruction and improvement. It is important, then, to 
observe that the T.V.A.’s powers, though limited in regard to 
putting plans into action, are wide in regard to the making of plans. 
If it is not in the position of an absolute practical governor over 
the area, it is at least in the position of a leader of thought. 

‘ Cf. 77th Congress, 2nd Session, T.V.A. Statement in Hearings on S. 2721, 
1942; and Annual ^port of the Tennessee Valley Authority, 1939, p. 82. 
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Again, there is Section 23 which gives to the President of the 
United States the obligation of recommending to Congress legisla- 
tion to carry out the general purposes of Section 22, that is, surveys, 
experiments, and so forth, and also for the Special purpose of bring- 
ing about the maximum development of flood control, navigation, 
manufacture of electric power, the proper use of marginal lands, 
reafforestation, and the "economic and social well-being of the 
people living in the said river basin”. This section, then, gives to 
the T.V.A. the opportunity, through the President, of proposing 
legislation to Congress which might add to its powers to take action, 
or might lead to other public agencies being given powers for such 
purposes. 

Now, as will be seen, T.V.A. planning powers, in the context of 
the remarks made above, have been used . But the T.V. A. was estab- 
lished in an area already occupied by a number of governmental 
agencies, some local and some Federal. The area was already 
occupied by agriculture, industry, and other interests. In other 
words, the Authority did not have before it a clear slate on which 
to draw any planning that it chose. Nor is that all. It will be 
.noticed that the planning powers of the T.V.A. are limited by 
(a) appropriations which Congress is prepared to make for the 
necessary surveys and investigations, and (6) the need, in broader 
matters, for further legislative power. In fact. Congress has con- 
sistently shown extreme caution in giving appropriations for pur- 
poses of surveys and research. It has been found difficult to secure 
appropriations for purposes which may be regarded as general 
planning, and the T.V.A. has had to restrict its scope to those pro- 
jects which can be shown to be strictly related to its primary tasks. 
This has seriously limited its scope, as has also the great difficulty 
of securing the legislative attention of Congress when an addition 
to the powers of a public enterprise are involved, as they necessarily 
are with the T.V .A. 

In addition to these external limitations on the T.V.A,’s plan- 
ning power, it is necessary to remember the general character of 
opinion in the country in which the Authority functions. T his 
is not favourable to general planning. 

Secondly, the T.V.A. has had to steer towards the advancement 
of economic opportunity and the people’s social well-being by its 
cautious interpretation and use of its primary powers and the plan- 
ning authority referred to above. In spite of all the contributions 
it has undoubtedly made to the well-being of the Valley, it is necess- 
ary to notice that comprehensive planning has not been under- 
taken; nor, therefore, has there been the drive which would be 
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necessary to implement such plans. Further, once the demonstra- 
tion period is over, the T.V.A. must simply leave the venture it has 
initiated to take on, or not, with those groups of the public, 
such as industry, or farmers’ associations, or co-operatives, or 
States, which may be interested in carrying the results of the 
plans and demonstrations into effect. There, the responsibility of 
the T.V.A. necessarily ends, though its interest and concern 
may not; and because of this limitation, whatever its zeal, the 
prosecution of wide and comprehensive measures is necessarily 
restrained. 

Progress by Resources Research, Technicae Assistance and 

Education 

In view of what has just been said, it is not surprising to find 
that the T.V.A. has sought to assist economic progress by research, 
technical assistance and persuasion. As we have already seen in 
various aspects of the fertiliser, farm demonstration and power 
programmes, the Authority attaches supreme importance to re- 
search into the resources of the region and the conditions under 
which these may be made economically valuable, and to the in- 
vention of processes and apparatus. Though the various resources 
are generally known as a result of past investigations by private 
agencies and public departments like the United States Geological 
Survey and the Bureau of Mines, none has, or perhaps could have, 
so persistently and patiently concentrated^on the subject as an 
authority lodged in the locality and vested with a special respon- 
sibility. This research work — since the T.V.A. must be careful in 
its expenditure of public funds — ^is usually undertaken by arrange- 
ment with the laboratories and the local land grant colleges, with 
the T.V.A. initiating and stimulating the undertaking. The Author- 
ity has, however, also conducted some research in its own labora- 
tories entirely. Sometimes it co-operates with the research sections 
of private industry. 

As has been shown, the T.V.A. has no power to regiment the 
region; it must proceed by persuasion and the demonstration of 
the value of its discoveries. It therefore furnishes initiative, direc- 
tion, publicity and expert guidance. Fifrther, by stimulating de- 
mand for apparatus, it induces private enterprise to manufacture 
this at cheap enough rates for purchase by the low-income groups 
of the Valley. Some examples from the principal lines of de- 
velopment may be given to make both purpose and method 
clearer. 
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Agricultural Appliances and Processing 

One basic objective is the discovery or adaptation of machinery 
and electrical equipment to permit of the better processing, con- 
serving or marketing of the agricultural products of the area by 
cheaper and more productive methods. It is essential to discover 
or invent apparatus adequate to the task, and yet cheap enough 
for the low-income groups of the Valley. 

A combined seed and fertiliser distributor has been developed 
in co-operation with the Agricultural Experiment Station of the 
University of Tennessee, under a contractual arrangement, and is 
now in commercial production and being sold through regular sales 
channels. The patent in such a case is applied for by and belongs 
to the T.V.A. A low-cost small-scale thresher has been developed 
and is now in commercial production by a farm machinery manu- 
facturer. Research is far advanced (with the Georgia Agricultural 
and Engineering Experiment Stations) into the growing, harvesting 
and processing of flax. Lespedeza harvesting equipment, as an 
attachment to an ordinary mowing machine, has been invented, 
and has allowed a doubling of the recovery of the precious lespedeza 
seed. 

The Authority has also stimulated the development of a general 
utility half-horsepower feed grinder which is cheaper than a similar 
unit on the market produced by a manufacturer, and also of an 
electric curing unit which is subject to automatic control, is cheap, 
and has practically no fire risk, to cure the sweet potatoes which 
are grown in large quantities in the Valley and which have hitherto 
been cured by coal or wood heat. Installing electric heaters in place, 
of the conventional wood stove has increased storage capacity by 
10 to 15 per cent. Under demonstration, the unit has shown some- 
thing like a 7 per cent, increase in repack and the quality of the 
product is improved. The total gain per 2,000 bushels is $134; the 
total investment cost of the unit is $95. A similar process of ex- 
periment is in progress with electric units for the curing of ham, 
tobacco and hay, and also for the production of a combined dairy 
steriliser and water heater. 

Hay Drying. 

The development of electric hay-drying apparatus gives an 
instructive insight into T,V.A. research purposes and methods. 
The humidity of the Valley promotes the growth of a heavy hay 
crop, but as the hay-drying season tends to be showery, hay curing 
in the field is very difficult. The T.V.A. and the land grant institu- 
tions conferred early in 1942 to select the most important farm 
problems amenable to solution by equipment. As a result, the 
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Authority co-operated, in the States of Virginia, North Carolina and 
Georgia, with State extension services and experiment stations and 
the Appalachian Electric Power Company (Virginia) to explore the 
value of a barn hay-drying system adaptable to almost any type 
of barn, founded on the principle of the circulation of air by electric 
blowers through a number of air ducts. 

Farmers were assisted with designs of the dryers, advice where 
equipment could be purchased, and supervision of installation. 
By the end of the 1942 hay season, 34 hay dryers had been installed 
in the Tennessee Valley States: 27 by farmers and 7 in college and 
experimental station farms (there would have been more, but for 
the wartime scarcity of equipment). For 20 dryers installed in 
1942, installation costs of all kinds ranged from $80 to $350 each, 
alloAving only a quarter of the cost of the motor, since this is generally 
used for other jobs also. Excellent results were obtained ; the quality 
of the hay was especially highly rated under United States Depart- 
ment of Agriculture tests. A survey of nine counties in southwest 
Virginia by the Virginia Polytechnic Institute showed that farmers 
who relied on field curing lost about half a million dollars of the 
value of their 1942 hay crop, whereas no losses were reported by 
farmers owning hay dryers. 

Food Processing and Preservation. 

Producers of fruits and vegetables in the Tennessee Valley 
region and other parts of the South have suffered from distance to 
markets and the lack of properly-developed means of preservation. 
In view of the growth of quick-freezing in the North and Far West 
and the lack of it in the South, it was decided to conduct research 
in that field, and to adapt techniques to agricultural conditions 
and markets in the South, where producers are generally small 
and scattered. A new immersion process of quick-freezing, along 
with suitable equipment, was developed by the Department in co- 
operation with the University of Tennessee Engineering and Agri- 
cultural Experiment Stations. In 1940 this was put into successful 
commercial use by a farm co-operative in Cleveland, Tennessee. 
A small portable freezer has also been developed for use in freezer 
locker plants and in scattered small-scale operations. Research 
has been conducted on freezing techniques generally in co-operation 
with Georgia Agricultural Station. Improved methods of cold pack 
freezing have been developed and tested in field operations. This 
experience has enabled T.V.A. engineers in the last two years 
to give technical assistance to packers in Georgia, Alabama, 
Tennessee, and Virginia in the freezing of over 4,000,000 pounds 
of strawberries. 
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In 1938 a refrigerated barge was constructed by the T.V.A. to 
demonstrate the feasibility of combined storage and transportation 
facility. It delivered strawberries to customers as far afield as St. 
Louis and New York. Both this and a second barge are to be used 
as mobile units for research in complete food preparation and pro- 
cessing. They contain facilities for investigating the problems of 
preserving local agricultural food products by dehydration, canning, 
chemical and other means, all of which are being studied with refer- 
ence to their technical and commercial aspects. The work of the 
plant is co-ordinated with the research and basic investigations 
conducted in co-operation with the State Agricultural Experiment 
Stations and Extension Services, and it will be used to demonstrate 
the technical and economic feasibility of the processing and equip- 
ment thus developed.* 

Again, the T.V.A., working through the extension system, has 
assisted in the development of community "walk-in” refrigerators, 
in order to secure that the meat produced on the farm shall be pro- 
perly conserved for home use. Owing to the extremely warm clim- 
ate, the farmers in the Tennessee Valley are unable to keep fresh 
meat for any length of time, and consequently, where individual 
refrigerators are not available, pork is preserved by salting. Salt 
pork is not a good article of continual diet; moreover, about a 
quarter of the pork slaughtered on southeastern farms is spoiled 
before it can be cured. If a low-cost community refrigerator could 
be developed, and operated by 10 to 25 families, fresh rather than 
cured meat could be consumed; and furthermore, there would be 
practical inducement to put land into pasture for veal or beef. In 
the demonstrations, the farmers paid the operating costs. On the 
basis of the results, which were extremely favourable, literature 
was prepared and articles published in trade journals, in the hope 
of stimulating private manufacturers; but blueprints were also 
given so that any intelligent country shopman could make the unit 
himself, after buying the parts. By 1941, 19 such refrigerators were 
in operation independently of T.V.A. aid, on a private basis where 
space was rented, or on a co-operative arrangement. The T.V.A. 
is also testing a unit of especially large capacity in which freezer 
compartments for each family are included, with space allowed 
for the preparation of meat for storage. 

* A small pilot dehydration unit was constructed and assembled at the Georgia 
Agricultural Experiment Station where the various methods and techniques in 
the dehydration of southern agricultural raw materials have been studiea. The 
data taken from this small unit operation are being studied in the design of a 
larger commercial unit,_ and supplied to the Agricultural Engineering Develop- 
ment Division for use in their field demonstration programme with four small 
community-size machines. 
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Cottonseed Cooking. 

Another process developed by T.V.A. methods which may 
prove of very great ultimate significance is the improved production 
of cottonseed oil. For something like half a century no progress had 
been made in the equipment and method of handling cottonseed 
in the mills. When the cotton fibre and lint have been removed 
from the pods, seed is left, which is actually worth something like 
17 per cent, of the total value of the cotton crop, and from which 
oil, meal, and hulls are produced. A good deal of the meal and the 
seed produced in the Valley was sent out to other parts of the 
United States for processing. The University of Tennessee College 
of Engineering, which had begun investigations at the instance of 
local representatives of the industry in 1929, thought that this was 
due to the existence of many mills too small to employ adequate 
capital. Big mills had their own research laboratories and could 
keep up with the times. The problem, then, was to improve the 
technology of the small local mills, and more especially the major 
operation of cooking the cottonseed. Through the financial and 
moral co-operation of the T.V.A., suitable units were designed for 
use in the small mills. Cooking time was reduced from between 1 
and 2 hours to 20 minutes, and the oil yield so increased as to pro- 
mise an increase in profit of $1.00 a ton, considerably more than 
the former total profit of the average mill. Some of the devices 
were invented by the T.V.A. engineers themselves, and others by 
the University of Tennessee staff. The patents are to be exploited, 
not by the T.V.A. directly, but by a non-profit research corpora- 
tion (the directors of which are prominent businessmen) set up by 
the University of Tennessee. From the small mill, the oil-cake is 
sold to local farmers as feed for cattle. 

The T.V.A.’s interest in this experiment is not a direct money 
return, although it has supplied about one half of the $90,000 
required for research and demonstration, but the possible increase 
of the Valley’s wealth. Only a part of the fees for the use of patents 
will go to the T.V.A. ; the rest will finance further research. By 1942, 
twelve private mills in the Valley States were using the new cooker, 
which is now being manufactured under licence by three important 
firms. 


Minerals 

From the beginning'of the Authority’s operations, there has been 
a keen interest in the possibilities of the Valley’s mineral resources, 
and even further, in the possibility of creating conditions conducive 
to a substantial degree of industrialisation. Hence careful attention 
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was paid to the primary task of locating, discovering and evaluating 
the natural resources of the area and to the experimental demonstra- 
tion of their uses. 

The Authority’s investigations disclosed reserves of crude china 
clay or kaolin in the area. Of equal importance, the particular 
contribution of the T.V.A. Ceramic Laboratory (co-operatively 
with representatives of the industry) was to develop a superior 
method of refining the crude clay so that it could compete success- 
fully with imported china clays in the finest translucent white- 
wares. The result has been that several American ceramic plants 
are continuing the use of North Carolina primary kaolin or are 
substituting the clay of improved quality for imported china clay. 

In 1939, some 16,000 tons of highly refined clay were thus 
produced; in 1940, over 30,000 tons. Experts believe that this 
enterprise may grow to four to five times its previous capacity. 

The laboratory also demonstrated the high quality of translucent 
whiteware which could be made in experimental electrically fired 
kilns, designed by the Authority. Thus two objectives were achieved 
simultaneously: demonstrated quality of clays in finished products, 
and the demonstrated qualifications of high temperature electrically- 
fired furnaces as an alternative to the traditional methods. The 
laboratory was subsequently turned over to the United States 
Bureau of Mines for a continuation of the electro-technical research 
connected with minerals and for further experiments designed to 
increase the industrial utilisation of Valley minerals. 

In the last decade industrial advance seems to have taken the 
path of chemical, rather than purely mechanical, progress. The 
present developments in the Valley may therefore be leading to the 
creation of new products and the use of new raw materials. Supply- 
ing cheap electricity in the T.V.A. region does not merely mean a 
cheaper source of mechanical power; it also makes possible the 
development of electro-chemical and electro-metallurgical industries 
which have heretofore been unprofitable owing to the high cost of 
electricity employed in the processes. Chemical industrialists and 
technicians therefore need to reconsider the use of the mineral 
raw materials of the area. 

In the past, one of the most important developments of the 
region has centred in the coal and iron industries. There are ex- 
tensive raw material resources for both of these, and their future 
development is even more promising, since it will include certain 
advances hitherto impossible. Iron may be utilised largely in the 
form of special lines of iron and steel in alloys. Scattered deposits 
of manganese ores, lesser deposits of chromite, and some even 
scarcer alloy materials indicate that in the future the T.V.A. area 
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may produce ferro-manganese, ferro-chromium, ferro-silicon, and 
other ferro alloys on an extensive’ scale. The manufacture of these 
will be rendered possible by the fact that electro-metallurgical 
methods supplied by cheap electric power will be available. New 
technology in ore dressing opens up a new field for the production 
of mineral resources not hitherto utilisable because the material 
mined or quarried did not meet the commercial specifications. 
Examples are the production of ilmenite (titanium), kyanite, and 
barite concentrates by froth flotation; also, utilisation of low grade 
phosphate through better means of concentration. Thus, a constant 
reappraisal and economic study of the minerals of the area is re- 
quired if the best use is to be made of them. 

The development of adequate transportation facilities on the 
Tennessee River has also opened new possibilities for the develop- 
ment of the raw material resources of the Valley. There are large 
coal deposits contiguous to the Tennessee River that have been 
made accessible by the improved navigation facilities. These have 
been studied and appraised and substantial amounts of coal are 
now being mined and shipped on the Tennessee River from deposits 
that till now could not be profitably worked. The movement of 
limestone from a quarry on the river for the production of calcium 
carbide is about to start. 


Tourist Trade 

The Authority has created some pretty lake land, and, mainly 
under the influence of its Department of Regional Studies has 
realised the potentialities for recreational use. The States in the 
region had no recreational programme, and four had no organised 
park systems. Several demonstration parks were established by 
the T.V.A., and there are other sites yet to be developed. The 
parks already established were not constructed by the Authority 
itself, but, pursuant to its regular policy, through other agencies 
already in operation in the area — in this case through the National 
Park Service’s materials, technical assistance and counsel and the 
labour of the Civilian Conservation Corps. 

The Authority itself has operated the parks^ and has attracted 
masses of people at the week-ends and holidays with its facilities 
for horseback riding, boating, swimming, camping and vacation 
cabins. Restaurant facilities are operated under concession. 

Other park's are being built, and the Tennessee State Depart- 
ment of Conservation will operate them on standards of develop- 

* In 1934, the T.V.A. was accepted by the United States National Park 
Service as a “park authority". 




88 


THE T.V.A.: INTERNATIONAL APPLICATION 


ment set by the Authority. The parks, which are on T.V.A. land, 
will be leased to the State of Tennessee, and, as development pro- 
ceeds, to other States, at a nominal annual rental. 

In an area which includes the Great Smoky Mountains and other 
fine scenic resources, the Authority has seen the opportunity of 
attracting visitors. By arrangements with the Tennessee State 
Planning Board, assistance was given in the creation of a planning 
commission to serve the counties adjacent to the Tennessee 
boundary of the Great Smoky Mountains National Park for the 
development of recreational facilities and business. The Authority 
does not possess the power to secure that local communities con- 
form to standards of beauty and health necessary to exploit this 
potentiality, either by itself taking action or by requiring them to 
do so. But it has done the next best thing by trying to induce the 
local States, municipalities, and civic organisations to confer with 
it and with each other in order to secure co-ordinated and adequate 
action. By the deliberate planning and design of the Authority, 
the dams are of remarkable beauty, whether as vast structures or 
as waterfalls. By 1942, 11,000,000 people had visited the dams, from 
every State and many nations. The Authority has published a work 
on the scenic resources of the area, and made reports on the oppor- 
tunities for economic returns from recreational developments. There 
are great potentialities in this field, especially in the chain of lakes 
over which the T.V.A. has practically full powers of utilisation. 
But the Authority itself, as already mentioned, has not had suffici- 
ent independent power to put into effect the wider measures it 
thinks necessary. Its own powers are limited to "demonstrations”, 
and now that it has demonstrated in five parks, and made its sur- 
veys, the demonstration period has drawn almost to a close. It now 
needs more powers, at least over its own lands. In 1940 the Author- 
ity recommended to the President, and through him to Congress, 
the necessary measures.* Foremost among these was the broaden- 
ing of its own powers to construct and operate recreational facilities 
on the properties acquired for water-control purposes, utilising the 
labour of the N.Y.A.2, W.P.A.®, and C.C.C.^ Yet it may not press 

* Cf. 76th Congress, 3rd Session, Document No 565, Report on the Recreation 
Development of the Tennessee River System, Jan. 1940. 

* National Youth Administration, established in June 1935, within the W.P.A., 
to provide work-training for unemployed youth and part-time work for needy 
students. 

’ Works Progress Administration, established on 6 May 1935, to co-operate 
with local State and Federal sponsors in the execution of a programme of public 
tvorks projects. In July 1939 it was reorganised as Works Projects Administra- 
tion, when N.Y.A. was put under its aegis. The W.P.A. was abolished in 1943, 
and the N.Y.A. transferred to the Training Division of the War Manpower Com- 
mission. 

‘ Cf. p. 71. 
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for these powers, as an alternative still offers in arrangements Avith 
the States. Indeed, late in 1942, the Authority made an agreement 
with the Tennessee Department of Conservation whereby the latter 
assumed responsibility for development, operation and maintenance 
for recreational purposes of Authority-controlled properties in the 
State, excepting those lands located in dam reservations. The 
spirit of the agreement was the explicit recognition that the public 
should be encouraged to look to the State rather than to the Author- 
ity in matters of recreation. In connection with its reservoir pro- 
gramme, the T.V.A. may recommend the purchase of, or itself 
purchase, land for public access and recreation on the advice of the 
State Department of Conservation. The State Department of 
Conservation is responsible for advising sponsoring groups on the 
form, conditions, financing and standards of development and 
operation ; the leases or licences are then made by the Authority, 
if satisfied with the situation as reported by the Department. The 
Department becomes responsible for conducting studies and in- 
vestigations of the recreational value of the Authority’s lands. 

Industry and Freight Rates 

Careful and persistent studies made by the Authority have 
revealed to what a large extent the system of rates prevailing in 
the United States in so far as they affect interterritorial economic 
relationships, discriminates against the South-West, the South- 
East, and the Interior West. The Chairman of the T.V.A. has 
declared : 

The system of interterritorial freight rates has handicapped and hamstrung 
the efforts of these various regions to engage in that measure of manufacturing 
of their raw materials which is economically sound. At the same time it has 
stimulated the export in raw or semi-finished form of those natural resources. 
Thus, the South-West, the South-East and the Interior West have become pre- 
dominantly raw material areas, whereas the North-East, having an advantage 
by reason of interterritorial freight rates, has become predominantly industrial- 
ised. . . The importance of the interterritorial freight rate system is very great 
indeed . . . and is only in recent years becoming fully understood and compre- 
hended.^ 

This theme is important to the T.V.A. because it is fundamen- 
tally interested in securing a rising standard of living in the Valley. 
The Authority has been much concerned at the fact that the regions 
which produce raw materials are also places of low income, whereas 
those which live by the production of manufactured goods, or the 

* Paper on Freight Rates and Southwestern Industry, by D. E. LiliEnthai. 
(University of Texas, Nov. 1941). 
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processing of raw materials, are areas of high income. This is 
strikingly exemplified by the lowness of income in the south-eastern 
States and in the Tennessee Valley. It is a difficult problem to lift 
up the economic standards of a region even where all factors, like 
natural resources and human skill, are to hand, but even more 
difficult to make anything of an area where these have been allowed 
to deteriorate. Hence it is of the utmost importance that at least 
no artificial maladjustments should be permitted to remain a 
moment longer than is necessary after their discovery. The T.V.A. 
therefore undertook to make it plain to the public and the agencies 
of government that the south-eastern States were being subjected 
to irrational discrimination. 

In a number of studies^ including a report to Congress, the 
Authority has shown to what a great degree the northeastern 
States are given a preference in the freight rate system, especially 
in manufactured articles which might be produced in the South as 
well as anywhere else. In other words, this artificial obstruction 
operates as though the northeastern section were protected by a 
tariff wall as regards imports of manufactures and a subsidy to its 
competitive cost of production against southeastern rivals, and a 
bounty on its purchase of raw materials and food.* 

The T.V.A. has publicised the facts, and this and other forces 
caused the Interstate Commerce Commission in 1939 to undertake 
an investigation of class rates in the United States east of the Rock- 
ies. In 1940 Congress amended the Interstate Commerce Act to 
include a prohibition against undue and unjust discrimination 
among the regions. The T.V.A. has sought and is seeking equality 
of opportunity among the regions of the United States. At the 
request of the President, it has co-ordinated the preparation of the 
economic evidence from the South and West to be put before the 
Interstate Commerce Commission in its class rate investigation.* 
It bases its appeal on the need to integrate the nation by reform 
of an unbalance between the workshop regions and the raw materi- 
als regions of a single society. It believes that mile for mile equality 
of rates will make for the decentralisation and diffusion of industry 
over the whole nation, and so produce greater stability of welfare 
and assist the diversification of industry which is natural to all 
areas, but is now thwarted by rate distortions. It argues that re- 
gional specialisation, exaggerated by disparity of rates, militates 
against full production and the maximum national income. 


1 The InterUrrilorial Freight Rate Problem oj the U.S.A., 7 June 1937 ; and Supple- 
mental Phases of the InterUrrilorial Freight Rate Problem of the U.S.A., Tl Apr. 1939. 

’ Cf. Ford K. Edwards: Territorial Unit Costs for Railroad Freight Service, 
1939 (I.C.C. Docket 28300, Exhibit 13, introduced in Sept. 1942). 

* Cf. Exhibit and Testimony, I.A.O. Spottswood (I.C.C., Sept. 1942). 
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Direct Promotion of Industry 

It is clear from the foregoing account of the T.V.A.’s economic 
activities, and even more from its aspirations and continuing 
concern, that its interest in the economic welfare of the area is 
intense and, so far as time and possibility go, laudably successful. 
A rather wider aspect of this subject is the question of a more com- 
prehensive and forceful attempt to secure the development of in- 
dustry in the area. The present Chairman of the T.V.A. has stated 
that the South needs an increase in income derivable from greater 
reliance on manufacturing or processing its raw materials.^ There 
are interests which strongly desire this, such as business groups; 
there are hundreds of thousands who can be said to need it, whether 
they are articulate or not. When cotton mills were opened, small 
as the wages were, there was a rush to get work. 

A serious problem was whether the Authority should actively 
encourage the establishment of industry in the area. Another was 
whether industry would feel the attraction of the opportunities in 
the Valley, increased by the availability of cheap power. But 
development was slowed by the fact that electricity was not yet 
available. Secondly, the Authority, because of its public character 
and unprecedented position, has been confronted with opposition 
in this initiative. Thirdly, there is resistance to industrial develop- 
ment by publicists and membere of Congress, who fear adverse 
effects on industries in their own areas. 

Some have even challenged navigation activity on the ground 
that there will be decreased rail traffic, and losses to the coal in- 
dustry. Fears of losses to coal sales and railway coal haulage from 
hydroelectric development have been expressed by industrialists 
and labour unions.* 

The minority members of the Congressional Joint Committee 
Investigating the T.V.A. in 1938-1939 \dewed industrial develop- 
ment with disfavour. On the T.V.A. ceramic experiments they say : 

Moreover, these expenditures have been paid for by tax-payers in other sec- 
tions of the country where the ceramic industry is more highly developed and 
where, if such experimentation were made, better results could have been 
achieved.® 


* Cf. D. E. Lilibnthai,: Restoration of Economic Equality among Regions of 
the U.S.A., 21 Mar. 1940, p. 314. 

® Yet stimulation of the use of electricity by the T.V.A. has been a clear 
benefit to coal producers, since in systems other than that of the T.V.A. elec- 
tricity is chiefly generated by steam. Tennessee, Alabama, Georgia and Mis- 
sissippi used ten times the coal in the generation of electricity for public use in 
1942 as compared with 1933. 

® Minority Report, p. 312. Cf. Chapter IX. 
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Conscious of such feelings, the T.V.A.’s attitude to industri- 
alisation was to limit its action to the development of the basic 
resources of the area, river transportation facilities, security from 
floods, cheap electric power, agriculture, and the study of mineral 
resources. It is thought that when the advantages are known, and 
discriminatory freight rates against the region are removed, in- 
dustry will come of its own accord without a campaign of pro- 
motion. 

Already there were industries establishing and expanding them- 
selves before the second world war began, and the T.V.A. claims 
that this was due to its activities as described above. The Authority 
observes that industrial growth in the Valley between 1933 and 
1939 took place at a greater rate than in the southeastern States 
as a whole or the United States as a whole: 

The Tennessee Valley in 1939 had 721 more manufacturing plants and 40,952 
more industrial wage earners than in the depression year 1933, a gain of 53.4 per 
cent, in plants and 41.7 per cent, in wage earners, according to census figures. 
The southeastern States as a whole in the same period showed increases of 41.1 
per cent, in number of plants and 33.9 per cent, in number of industrial wage 
earners. The United States as a whole increased 30 per cent, in plants and 30,2 
per cent, in wage earners. 

The Tennessee Valley also showed an increase in manufacturing since 1929, 
a boom year, although industrial actiwty in the nation as a whole declined. The 
•Valley's 122 counties had a total of 139,074 industrial wage earners in 1939, 
compared to 127,010 ten years earlier, a gain of 9.5 per cent. The South-east’s 
gain was 3.8 per cent, while the nation declined 10.8 per cent. Actually, these 
gains were somewhat greater and losses less, due to changes in classification 
omitting certain repair and other industries in the 1939 census that were included 
in the 1929 census. 

Industrial growth in the Tennessee Valley since 1929 has been due partly to 
expansion of established industries, in chemical, textile, rayon, aluminium and 
various other branches of manufacturing, and partly to location of new industries 
in hosiery, garments, shoe, woodworking, phosphorus, and other lines. These 
sains more than offset the heavy losses in industry suffered during the depression.^ 


There has been a growth in the manufacture of manganese, 
ferro-alloys, phosphorus, electrodes, aluminium, rubber products, 
flour, and, under Government sponsorship, warfare chemicals. 
Such industries have come into the Valley primarily because of 
low-cost electricity and the availability of mineral resources. Since 
1941, other plants have been introduced or expanded, most not 
requiring a hea-vy power load. Examples are: textiles, paper tissues, 
flooring and wooden boxes, medicinal preparations, printing, dairy 
products, ammunition, steel products. 


» Cf. 77th Congress, 2nd Session, Senate Committee on Agriculture and 
Forestry, Hearings on S. 2361, 16-19 Mar. 1942, p. 300. 
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The war has stimulated industry in the Valley, as outside it. 
Some of the plants may stay, and may well be joined by other 
units, for there will be abundant power now that steam plants have 
been added to a greatly expanded hydroelectric system. The 
Tennessee Valley will be subject to all the hazards of the whole 
nation, and of all nations, for that matter, in respect of post-war 
readjustment, and is at present alert to the fact. The situation 
will require exceptional clarity of thought and resolution on the part 
of the Authority; for it involves the relationship of the economy 
of one region in the process of special development to the economic 
policy of the whole nation of which it is a part. 

At the present stage of the T.V.A.’s work of fostering economic 
welfares the results may be considered beneficial to the community 
as a whole, for it has concerned itself not with competition -with the 
production of other regions of the United States but only with 
increasing the welfare of the Valley’s inhabitants. This it has done 
by: (a) considerably reducing their electricity costs, and extend- 
ing the use of electricity; (b) arresting the waste of soil resources 
and increasing the yield of the earth, thus raising incomes; (c) 
reducing costs of transport, which must stimulate industry and 
permit some purchase of commodities from wages or securities or 
savings; (d) preventing damage from floods, and thereby making 
the money which would have been spent on repairing it available for 
constructive activities and purchases; (e) discovering processes and 
resources which add to the wealth of the area and the whole country, 
with almost negligible competition with existing interests. 


^ The activities described in the foregoing paragraphs, as well as those in the 
following chapter on the social well-being of the people, fall almost entirely into 
the T.V.A.’s budgetary classifications of “Development Activities” and "Related 
Property Operations”. The net expense on these operations (income was negli- 
gible in comparison) for 1933-1942 is displayed in Appendix IV, tables 4 and 5. 




CHAPTER VI 


THE PEOPLE’S SOCIAL WELL-BEING 

If, as will by now have been appreciated, the planning powers 
of the T.V.A. are limited, on the one hand, to studies, proposals, 
instruction and persuasion, and on the other, to planning in the 
sense of the wise and far-seeing conduct of its primary tasks, the 
Authority has, nevertheless, assumed responsibilities and made 
measurable progress in their fulfilment. Some other activities of a 
"planning” nature but also of direct executive force result from 
its general responsibility for the increase of the welfare of the 
region, as well as for the consequences of its own activities on the 
life and amenities of the region. 

One of the most striking and stirring features of the multifarious 
activities of the T.V.A. has been the intensity of its regard for 
human relationships, and its conscientious assumption of responsi- 
bilities arising out of a profound feeling for human values. Coming 
into an area with new ideas, devices and public works, the Authority 
caused a disturbance, in some cases necessarily severe. It de- 
termined that so far as it was in command of the situation it would 
do everything possible to secure satisfactory readjustment. This 
aim has been pursued in the T.V.A.’s physico-economic studies and 
regional planning, in its relationship to the local governing author- 
ities, in its policy of relocation of families, schools and roads, and 
in its attitude to public health and general education. 

Regionai, Studies and Planning 

It is evident that the Authority’s activities involve, readjust- 
ment projects which the local agencies must be induced, and in 
some cases even compelled, to accept. It is useless for the Authority 
to push ahead regardless of sodal and economic consequences; and 
it can only estimate what these will be if it is well-informed. More- 
over, the Authority has an interest in and a clear responsibility for 
raising the general well-being of the area. It therefore makes studies 
of local administration, and these are available to the local agencies, 
the States and civic bodies with an interest in improvement. Thus, 
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the Authority has made research studies of municipal government 
in Mississippi and Tennessee, published by the Mississippi State 
Planning Commission and the University of Tennessee. Under 
co-operative agreements with the Authority, the State Universities 
of Alabama and Georgia have made studies of the municipal govern- 
ment systems of those States. A series of studies emerged from the 
need to ascertain the feasibility of extending electricity distribution, 
the justification for taking land for reservoir property, and the 
effects of this and its operations on the economic situation and 
public finances of cities and counties. Some study has been made of 
county organisation and administration in all the seven States, 
since there is very frequent contact between them and the Author- 
ity. In Tennessee and Mississippi the municipal situation of a 
hundred cities has been analysed. 

The social and economic effects of the building of dams on the 
surrounding area have also been carefully studied. It has been 
necessary to consider and report upon industrial developments in 
the South, the problem of municipal government subsidies to in- 
dustry, occupational distribution and trends, the migration of the 
population. Information has been collected on the growth and 
decline of local industries and plants, transportation facilities, 
schools and many kindred subjects. All in all, these studies contain 
a large amount of extremely valuable analytical material gathered 
on a scale more comprehensive, and certainly more purposeful, 
than ever before. However, they do not, in themselves, furnish a 
grand design for the economic and social prosperity of the region. 
The spur to the production of such a design would have to be the 
possession of the power to implement it and, as has been explained, 
such power has never been given to the T.V.A. 

The specific objectives of the T.V.A., and its general mandate 
to plan under Sections 22 and 23 of the Statute, have given it an 
impetus to collaborate with the local authorities in order to foster 
better planning. In this sphere of physical and physico-economic 
planning, it is obliged to proceed by means of patient demonstra- 
tion and persuasion. 

Thus, there have been especially close and helpful contacts 
between the Authority and the Planning Boards of the States. 
Until 1940, the T.V.A. had no organic relationship with the local 
authorities concerned with planning, but nevertheless achieved 
much by personal and continuous contact and the exchange of in- 
formation and counsel. Various concrete services were rendered, 
such as the establishment of land-use studies by North Carolina, 
the creation of county-planning commissions in Tennessee, the 
furthering of organisations to develop recreational and tourist 
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facilities, studies in a regional highway system, and the purchase 
of sub-marginal lands. For the State of Tennessee, in 1935 the 
Authority actually prepared legislative recommendations to pro- 
mote planning, zoning and conservation. 

One illustration is both apt and important. When Guntersville 
Dam was to be constructed, much fine river-bottom land, the chief 
resource of the community, was threatened, and itwasatfirst thought 
that a town of 3,000 people was doomed. The T.V.A. met civic 
representatives for a discussion of the problems involved in its 
plans for safeguarding the industrial section and for relocation, 
which assured the town of a promising future provided it could 
help to transform itself from a small inland agricultural and trading 
township into a developing centre of trade and recreation. The 
city council created a planning commission, which, with the tech- 
nical assistance and advice of the T.V.A. and a co-operative agree- 
ment with the Alabama State Planning Commission, made plans 
to prevent damage to recreation by industrial development and 
vice versa, and assisted the development of a public park and a 
harbour for boats. The town has become a trans-shipment point 
for gasoline, automobiles, wheat, flour, and other bulk commodities. 
Recently the T.V.A. assisted the planning commission to prepare 
a waterfront plan covering 20 miles, and in conformity with this 
the T.V.A. was authorised to build a commercial terminal. The 
town had 2,836 inhabitants in 1930; by 1940 the population had 
increased to 4,398. 

In the middle of 1940 an addition was made to the community 
planning work of the T.V.A. by the establishment of a regular 
planning assistance programme. This system was designed to 
bring about a more concerted and continuous relationship between 
the T.V.A. and the local urban communities. The chief purpose 
was to discharge the responsibility of the T.V.A. for community 
readjustment in reservoir-affected communities. It was proposed 
to aid the solution of community readjustment problems and to 
secure the establishment of planning as a recognised function of 
local government; and this was to be attempted by stimulating 
local planning programmes of the State Planning Commissions 
until sufficient public interest could be secured to assure their con- 
tinued existence and expansion, and by experimenting with the 
methods of local planning and of rendering technical planning 
service to small communities. The Authority also proposed to assist 
in preparing model planning legislation and instruction material 
for school curricula. 

The usual T.V.A. procedure of co-operative contracts was 
adopted, and these were made with the Alabama and Tennessee 
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State Planning Commissions. The Commissions employ resident 
planning technicians and have the responsibility for initiating and 
guiding the local planning programmes. The T.V.A. reimburses 
them for the expenses of this programme and, furthermore, supplies 
a technical staff of three to five men to assist the Commissions in 
furnishing technical service to the local planning programmes. In 
the Tennessee contract, it is provided that the State Planning 
Commission shall supply equal funds with the T.V.A. for local 
planning assistance to local communities. 

Under this arrangement, both in Alabama and Tennessee a num- 
ber of urban communities have set up Planning Commissions and 
begun planning programmes. These Commissions have actively 
concerned themselves with zoning, sanitation, defence housing, 
recreation development, improvement in the maintenance of 
forested lands, highway and waterfront planning, and community 
relocation. 

The usual train of events is for the local Planning Commission 
to report on its problems to its own community, to define in general 
the answers to those problems, to make the necessary studies on 
which solution can be fotinded, and then to communicate more 
formally with the T.V.A. department concerned — it may be the 
Department of Reservoir Property Management, or the T.V.A. 
Forestry Relations Division, or the Department of Regional Studies. 

' The T.V.A, then either offers observations on a revision of the plan 
or may actually be asked to produce the chief draft on the basis 
of the material submitted. 

The State Planning Commissions provide funds and technical 
advisers, and in some cases have been able to utilise the technical 
help of the National Resources Planning Board. It has been possible 
also, as a result of conferences between the T.V.A. and the State 
Planning Commissions, to secure the assistance of planning tech- 
nicians from the Federal Housing Administration. 

It is believed that interest in regular planning as a function of 
local government can best be stimulated by the demonstration of 
successful planning, and by making it clear that planning possi- 
bilities are a responsibility and opportunity of the community 
itself, though the State and the T.V.A. may be called upon for 
technical help. Again, the stimulation of interest in the community 
itself for its own planning has meant the maintenance of continuous 
contact with civic groups and all the organs and agencies of public 
opinion, and this still remains a great problem. Experience points 
to the need for each community, or group of communities where 
these are too small for independent financing, to have a full-time 
paid officer in charge of planning administration and the stimula- 
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tion of interest in it. Another element of T.V.A. technique is the 
direct or indirect circulation of model planning and zoning ordi- 
nances and material for school use on community planning. 

It is possible that the Authority would have made greater 
progress in such planning activities (for example, in the develop- 
ment of recreation, parks, roadways, improvements in municipal 
and county government, schools) if it had had the power, not 
merely to plan and demonstrate and suggest developments to the 
local authorities and to Congress, but itself to undertake the ne- 
cessary work through its own officials. That, however, raises the 
question of the comparative merits of fairly quick achievement by 
an outside authority, as against the slower action of the inhabitants 
of the area itself, under the skilled guidance and encouragement of 
a friendly outside agency. » 

The Relocation of Families 

When a dam is nearing completion, the backwater areas 
must be scheduled for clearing and flooding; farms and houses will 
be inundated, and the families living there must be removed. 
Though the people themselves have always made the decision as 
to where they will move, at the beginning of the Authority’s opera- 
tions the question arose whether such families should be advised 
to move out of the area altogether, since some of them lived on 
very poor land, and the total amount of good land in the area was 
not great. It was decided that so far as possible the people should 
be kept in the Valley. Their land (including house, permanent im- 
provements, etc.) is acquired by the Authority at replacement 
cost on present appraised value. The appraisals are made on the 
assumption that the seller is not a willing one, and this permits 
some indirect compensation for disturbance, removal and readjust- 
ment. 

The Authority has taken the problem of removal, resettlement 
and readjustment very seriously. Principally in co-operation with 
the Agricultural Extension Services (by contractual arrangement 
with the land grant colleges), plans for evacuation of the area and 
the relocation of the displaced families are formulated well in 
advance. The county agents give aid to the farm families in their 
resettlement problems. They discuss with them their economic 
and social problems; provide lists of farm property for sale or 
rent; assist in inspecting and selecting new farms and in the wise 
reinvestment of the price of the old farm; and give realistic and 
objective advice on these matters and on farm programmes. Once 
the families are resettled, the county agents keep in touch with 
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them until they are able to continue satisfactorily without help. 
The Farm Security Administration, Federal Housing, National 
Youth Administration, Works Progress Administration, Civilian 
Conservation Corps and Social Security Board, together with the 
various State Departments of Welfare, are brought in to collaborate 
where the case so requires. It has also been possible in many cases 
to assist families by giving them employment on some of the Author- 
ity's own projects — the dams, relocation of roads and railways, 
reservoir clearance — ^upon satisfactory report as to their qualifica- 
tions from the personnel department of the Authority. 

By 1 February 1943, over 11,272 families had been relocated, 
most of them to their own satisfaction and advantage. Some fami- 
lies not actually relocated were adversely affected by the purchase 
of lands they had formerly farmed, or by the closing of roads or 
flooding of former marketing centres. These too were assisted in 
their adjustment to new conditions by the assistant county agents. 

Relocating Highways 

The Tennessee Valley Authority is legally liable to make good 
the damage done to public as well as private property by flooding 
or other taking out of use. The Authority, therefore, is responsible 
for replacing flooded roads with highways of similar character 
and affording reasonably similar service to the residents. 

The Authority has the alternative of paying an agreed sum to 
the local authority for the replacement of the road, or building 
the road itself and then handing it to the local government. It 
has chosen the latter alternative and has taken the improvement 
view of its obligations, looking at least to replacement of equivalent 
service, and not merely to calculation of equivalent cost. However, 
it also has regard to the value of the land served by the road ; if the 
former is unproductive it may pay to buy the land and save the 
cost of relocation; or, as in one case, the road may be relocated to 
improve the land-use pattern. 

The T.V.A. has on its engineering staff specialists in highway 
and railroad relocation many of whom, through their previous 
experience, are familiar with local conditions and with the local 
governing authorities in the Valley. These engineers study the 
problems raised by the construction of a reservoir project and 
prepare an integrated plan of highway adjustment which is carried 
out after full discussion with each local authority concerned. 

The T.V.A. suggests improvements in standards; for example, 
wider roads, bridges of concrete instead of wood, or better types 
of pavement. These improvements involve greater capital cost, 
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but pay in the long run because of the reduction in maintenance. 
The local authorities, of course, must agree to contribute the differ- 
ence between the cost of replacement in kind and that of the higher 
standard road. Payment for such improvements is usually made 
in kind; for example, by construction of pavement or of entire 
sections of highway. 

A typical example of improvement in standards was the con- 
struction of a bridge across the Norris Reservoir on the Clinch 
River. The cost of the bridge desired by the Tennessee State High- 
way Department was approximately $200,000 in excess of the 
cost of a bridge equivalent to that which was inundated. The bridge 
was constructed and paid for by the Authority, and in compensation 
the State constructed one of the other highway relocations for which 
the Authority was responsible. 

In replacing existing roads of poor type the Authority has 
frequently improved the standards because its machinery, being 
adapted to the construction of wider roads, can build them as 
cheaply as it can build roads as narrow as those replaced. A large 
proportion of the construction work of highway relocation is carried 
on by the Authority with its own forces. The remainder is per- 
formed under contracts. 


Schools 

Difficult problems arise in regard to public schools that are 
either flooded or made inaccessible and worthless because of the 
relocation of people. After a co-operative survey with the county 
superintendent and the State Department of Education, the T.V.A. 
buys the schools by agreement; if this is impossible, as happened 
in one case, it proceeds by condemnation. The T.V.A. endeavours 
to contribute to the improvement of the educational situation in 
the area. Its Department of Personnel (Training Division) decides 
after the survey which school, if any, or what location, would best 
serve the school population after readjustment. In one case, at 
Guntersville Reservoir, it was possible to buy out six schools, and 
to use the compensation paid to the county to build a single con- 
solidated school on an up-to-date design, a happy solution which 
the local authorities had long wished, but for which the capital 
had hitherto been lacking. Similar arrangements were made at 
several other places. 

Some difficulties of inadequate attendance at the schools of a 
single county caused by the relocation of population have been 
overcome by arrangements made by the T.V.A. for additional 
pupils to come from across the county borders. This is seemingly 
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a small problem, but it is difficult because jurisdiction over educa- 
tion invariably arouses the obstinacy of the respective local parties. 
The T.V.A. has dealt with the problem successfully. 

Besides the obligation of the Authority to provide for the re- 
location of schools, there is another educational responsibility arising 
from the need to provide schooling at elementary and high school 
stages for the children of the workers on its dams. State Govern- 
ments do not recognise a liability for providing tax-supported educa- 
tional facilities for those on Federal Government property in the 
same way as they do for their own regular inhabitants. The Author- 
ity provides tuition through its own personnel, or induces some local 
school to supply the courses it requires, making a small contribution 
to the cost of the teacher. 

The T.V.A. , following the lines of advanced educational thought, 
seeks to make the local schools more than an instrument of formal 
tuition, and therefore encourages the use of the school as a com- 
munity centre. This connects very well with its programme of 
education in electrification, and all its agricultural developments 
like farm demonstration, the control of soil erosion, forestry and 
fire protection. It encourages education by the use of documentary 
films, which it circulates. 

In the arrangement of school facilities for children of employees 
in the construction villages, the T.V.A. has only in two cases taken 
the course of building a school itself. The first was Norris 
School, part of a planned community on a permanent basis. 
other was at Muscle Shoals (Wilson Dam), which is a Govemq|5^t 
reservation, where the village was too far from the nearest schbol 
facilities. In all other cases, it has been able to carry out the poli<^^, 
it prefers, namely, that of making a contract with schools in tfie^'j 
vicinity through the county education authorities whereby the 
T.V.A. pays a per pupil fee on condition that its pupils are guaran- 
teed a standard of education which will at least put them on a par 
with other children of the same school age when they move away. 
Altogether the T.V.A. provided, in 1938, f^ some 561 elementary 
school children and 325 high school childr^in this way. At the 
same time, the contract provides for job training, general adult • 
education, and recreation. 

' The Authority may stipulate the length ^ 
qualifications of the teachers, and the watetf supiny*lS 
Moreover, the Authority requires that a membe^ of its training 
section shall be a member of a committee io be app^n 
local school board to make recommendatipn^to it for improving 
the educational service and assisting the£ettin^,Hj)^ of ^standards 
for, and in the selection and 
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tions are made only where necessary. It is the business of the 
training division of the T.V.A. to safeguard the maintenance of 
such standards, and the Authority also has a part-time principal 
supervisor of elementary education who visits the schools and 
reports to the Authority. On several occasions, the T.V.A. has 
successfully proposed the dismissal of teachers falling below the 
standard. 

The Authority’s intention is ultimately to hand over the direct 
administration of schools, even on its own properties, to the State 
and county governments, who, it considers, are and ought to be 
responsible for schooling. Recently the T.V.A. has sought more 
continuous co-ordination of its own responsibilities and those of 
the States of Tennessee and Kentucky. The T.V.A. provides an 
education officer for each appropriate area, and the States establish 
a co-ordinating committee of all appropriate agencies for a con- 
certed attack on educational problems. 

Public Health 

The T.V.A. maintains a Health and Safety Department, the 
activities of which go beyond mere concern for the health of the 
Authority’s employees, dealt with in a later chapter*, and reach 
far out into the well-being of the communities in the Valley. 

The work of the Authority in the field of public health falls into 
two broad classes: public health problems, such as malaria and 
stream sanitation,- caused by changes in environmental hygiene 
consequent upon the Authority’s construction programme and the 
entry of large bodies of workers from outside; and research and the 
promotion of public health administration, based upon the Author- 
ity’s responsibility for plans and studies to raise the general well- 
being. The T.V.A. must also consider its general legal liability for 
damage done to third parties by health risks. Furthermore, public 
health properly forms part of the educational interests of the 
Authority. 

Sanitation and Malaria Control 

The Authority is interested in securing clean, sanitary living 
quarters, wholesome food and a safe water supply in order to safe- 
guard the health of its employees. For this purpose, its own officers 
at its camps see that the water supplies, the sewerage works and 
the sanitary facilities of houses and dormitories reach a proper 
standard; but a wider area needs control, and this is served by 
T.V.A. inspection and collaboration with the State and local health 
departments in charge .of such services. For control purposes 


»Cf. Chapter XI. ’ 
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studies have been made of the various effects of pollution of the 
Tennessee River and its tributaries, in which the T.V.A. Health 
Department collaborates with other departments, as well as with 
the State Public Health Departments and the United States Public 
Health Service. 

The vital branch of the Authority’s activity is malaria control. 
As is well known, in various parts of the world malaria has destroyed 
the economic possibilities of whole regions. If the disease were 
allowed to run its course, all the navigation possibilities and all the 
hydroelectric power in the Valley might come to nothing. In more 
than half the Tennessee Valley malaria is endemic, and there are 
infection rates from 0 up to 60 per cent, in the samples collected 
in blood surveys. Whenever water is impounded south of the Ohio 
River a potential breeding place for the malaria-carrying mosquito 
is created. It was necessary, therefore, for the Authority to establish 
expert supervision in the preparation and maintenance of reservoirs, 
to set up arrangements for controlling the mosquito on the reser- 
voirs already impounded, and to take such further steps of research 
and collaboration with neighbouring communities as would improve 
the economy and efficiency of the measures for control. The T.V.A., 
by thorough collaboration with State health departments, which 
have for many years treated malaria, has secured useful developments 
of State regulations for each reservoir. With experience, greater 
care has come to be spent on reservoir preparation ; this has meant 
slightly larger capital costs, but has considerably reduced the annual 
costs of maintenance thereafter, while increasing effectiveness. 

The Authority has undertaken very extensive investigations 
into malaria, in co-operation with the Department of Preventive 
Medicine of the University of Tennessee, which indeed it helped to 
establish.^ Its researches, which cover thousands of individuals in 
different biological and economic contexts, could not possibly have 
been undertaken without the collaboration of the Health Depart- 
ments of the States of Alabama and Tennessee. This co-operation 
is developed in other directions, and co-ordinated with a health 
educational programme, and so a wide defence belt against the 
transmission of malaria outward from the reservoirs and the river 
and inward from the valley communities to its own employees is 
secured. 

Collaboration with Local Health Agencies 

In order that there may be mutual service and assistance be- 
tween the authorities in the area and the T.V.A. in the perspective 

’ For some time T.V.A. paid a grant of one third of the salary. Three fifths 
of the physicians of Tennessee are educated at the school. 




104 


THE T.V.A,: INTERNATIONAL APPLICATION 


sketched above, and especially to make sure of the health protection 
of employees in the areas of the major construction operations and 
services, the T.V.A. has other co-operative undertakings, supported 
by T.V.A. grants-in-aid, with several counties in Tennessee, 
Alabama, and North Carolina, Mississippi and Kentucky. The 
agreement is made with the State authority, which then agrees 
upon a public health programme in the appropriate counties. It 
undertakes to employ for these services only such persons as are 
jointly approved by itself and the T.V.A., and to submit progress 
and financial reports to the Authority. The T.V.A.’s interests are 
secured by the arrangement that its grant-in-aid shall be made 
monthly upon receipt of a certificate that the services have been 
duly performed; and the companies make monthly and annual 
progress reports. 

The official health agencies and the Authority jointly plan a 
health programme with special emphasis upon environmental 
sanitation and immunisation against smallpox, typhoid and diph- 
theria. The Authority reviews the qualifications of health depart- 
ment personnel assigned to its areas. There is such an intimate 
continuous day-by-day relationship between the T.V.A. staff and 
that of the local agencies present in the field that the T.V.A. has 
achieved more than it might have done through inspectors. In 
certain instances, however, the Authority also appraises the work 
of the local agendes on the basis of the “Appraisal Form for Rural 
Health Service”, developed by a committee of the American Public 
Health Association. All the progress reports are discussed very 
soon after their submission by the T.V.A., the State Department 
of Health, and the local Health Department. Although the finandal 
sanctions have been utilised on two or three occasions, they have 
involved only the adjustment of minor administrative routines. 

Public Health Education 

Beyond such direct health activities, the T.V.A. assisted in the 
establishment (by contract with the University of Tennessee and 
the Tennessee State Departments of Health and Education) of a 
very widespread and thorough attempt to promote public health 
by promoting popular education on the subject.^ The system is 
now altogether in the hands of the State of Tennessee, but the 
T.V.A. still serves in a consultative capadty. Originally the Author- 
ity contributed certain grants to the State of Tennessee to start 
the provision of a number of health educators and of courses of 

» This further developed a scheme started in Jan. 1931 by the University of 
Tennessee, then assisted by the Commonwealth Fund, a private agency. 
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preparation for health educators. At one time, the Authority had 
a power of approval of the curriculum, the plan and staff. The 
purpose of the scheme is to secure the creation of a widespread 
health consciousness through the training of so-called "public 
health education co-ordinators”, to be certificated by the State 
Education Department. Elementary and high school teaching 
manuals and a syllabus for a field extension course for elementary 
teachers have been written. There is a University Professor of 
Public Health Education (to whose salary the T.V.A. originally 
contributed) supervised by the University, and a State official 
called the Health Education Co-ordinator. A State Committee 
representing the University, the State Departments of Health and 
Education, and the T.V.A. directs the scheme. There are connec- 
tions with the extension division and the health departments of 
various cities and counties, and many local civic agencies and 
social and educational agencies have been brought into the net- 
work of co-operating units. Considerable public understanding of 
and interest in the work of the public authorities has been awakened 
by lectures and field demonstrations. This may be expected to 
have practical effect on public hygiene in the near future, for in 
public health the authorities cannot possibly secure their results 
]3y mere action and exhortation — ^they must place heavy reliance 
upon the intelligent and loyal co-operation of all the people. A 
similar co-operative health project was undertaken in Alabama. 
Thus, by a small money grant, the T.V.A. was able to help to start 
a much larger effort by the local agencies themselves, and to gain 
an influence over an area much more extensive than is available to 
it by a rigorous interpretation of its rights and obligations under 
the Act. Wide facilities are obtained immediately at relatively 
small cost. In the T.V.A. construction villages the Authority con- 
tinues to make an annual grant to the counties for health services 
rendered by them, and it has stimulated three times as large a con- 
tribution by the counties themselves, producing a standard which 
the Authority itself would otherwise have had to maintain alone. 
It is highly possible that with the decline of the Authority’s calls 
upon their services, and of its grant, the new standards will not 
be allowed to sag. 

In its health activities, the T.V.A. has been substantially helped 
by the United States Public Health Service. It has borrowed con- 
sultants from the latter, and continuously sought its advice and 
occasionally its supervision. For example, a very far-reaching 
enquiry into tuberculosis has been undertaken under its direction 
with the assistance of the Valley States and the authorities. Part 
of the purpose of this study is to determine the respective causative 
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parts played by the economic, the social, and the climatic factors. 
The United States Public Health Service also manages grants to 
the States in the Valley as elsewhere, and, knowing the connection 
between the Authority and the States, it can advise accordingly. 

The success of the contractual system is partly due to the fact 
that at the head of the T.V.A. Health and Safety Department 
there is a distinguished public health administrator. Dr. E. L. 
Bishop, most of whose professional career has been spent in the 
service of public health administration in Tennessee. 

It is in the outstanding national distinction of its administrators 
and experts that the T.V.A. finds the way to acceptance of its 
enterprise and guidance. The previous local service of its own em- 
ployees is by no means a necessary preliminary to fruitful co- 
operative relationships, but it is sometimes useful in convincing 
the local inhabitants that a man's ambition is fully satisfied in the 
service of their welfare. 

General Regional Education and Technical Assistance 

TheT.V.A. has a special interest in the general education of the 
people of the Valley, over and above its interest in the education 
and training of its own employees. The latter has usually, but not 
always, been the T.V.A.’s point of departure, and various aspects of 
the subject are discussed in a later chapter. The general education 
of the Valley, recognised as indeed a vital constituent of sustained 
economic and social progress and even a pre-condition of the attain- 
ment of technical skill, is conducted along two lines: (1) the en- 
couragement of library services; and (2) stimulation of local schools 
and civic agencies. 

In the Tennessee Valley area one half of all the counties have 
no public library service whatever. The T.V.A. does not supply 
books to its employees directly from a department of its own except- 
ing the technical works and works relating to the economic, social 
and other operations of the Authority; these it supplies from its 
technical library or by loan from National and State libraries as 
needed. Apart from this, it makes arrangements by contract with 
State and local public library agencies. The T.V.A., for its part, 
pays a grant to these agencies, which agree to supply library service 
to the construction projects and also to work towards the establish- 
ment, independently of grants from the Authority, of permanent 
library facilities for these areas. These arrangements have not only 
achieved the immediate purpose in supplying collections of books 
at the dams. They have also encouraged the extension of library 
service by towns to the surrounding counties; and services have 
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been continued for the general benefit of the area by the local 
agency after the T.V.A. had withdrawn its financial support. In 
one case, the county voted a special tax to continue the county- 
wide library service first begun in response to the needs of T.V.A. 
employees. 

A more concerted attack on the subject of library facilities was 
made in the spring of 1940, when librarians representing the local 
State and National agencies upon which the T.V.A. principally 
depends for its library services met to examine the problems and 
explore the possibilities of a more effective co-ordination. Uni- 
versity of Tennessee and T.V.A. staff members led the discussions. 
In the spring of 1941 a permanent organisation, the Tennessee 
Valley Library Council, was established to study the problems, to 
serve as a liaison group in directing the efforts of libraries towards 
a solution, and to promote the co-operation of libraries among them- 
selves and with related agencies. 

The Authority believes that it is desirable to bring home to the 
people of the Valley the general significance of its own activities, 
partly with the practical object of securing the intelligent co- 
operation of the people in the efforts of the Authority to improve 
their condition, but also for the general purpose of widening their 
outlook, and showing the relationship of their traditional local 
institutions to the work now being done in the regional area and 
with the Federal authority. Therefore, since 1936, the T.V.A. has 
sponsored a number of conferences between itself and represent- 
atives (usually the presidents) of the Land Grant Colleges in the 
area, in order to prepare a curriculum and a doctrine, as it were, 
and an organisation through which it might be taught. The basis 
is, of course, the powers and purposes of the Authority and the 
economic and social consequences of its activities, and partictilar 
emphasis is laid on democratic participation of the local agencies 
and inhabitants in the Authority’s programme. It is desired to enrich 
the training and educational programmes at those points where 
the T.V.A. has specific interests, and identify the mutual interests 
of all agencies in the Valley in the use of appropriate instructional 
materials. 

In September 1938, an Advisory Panel on Regional Materials 
of Instruction for the Tennessee Valley was established, composed 
of representatives from the universities of the Valley States and the 
heads of certain of the research departments of the T.V.A. This 
body, served by a Principal Supervisor of Instructional Materials, 
provides suggestions and materials which may be organically 
related to the curricula in the Tennessee Valley schools at all levels. 
Thus, for example, the T.V.A. Department of Forestry Relations 
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supplies material in non-technical language to the Bureau of School 
Service of the University of Kentucky to illustrate the applied 
economics of the area, for instance, by bringing home to the pupils 
the relationship between a more adequate diet and tree-crops. 
Local school programmes and other materials have also been devised 
to deal with farm and domestic economy. A series of readers is 
being prepared by the Bureau on the growth and management 
and exploitation of tree-crops, for use in the experimental schools. 
An original emphasis on the production of tree-crops for sale was 
changed into an emphasis on home-consumption by the farm 
family. The T.V.A. Department of Regional Planning Studies 
has produced, with the assistance of the Advisory Panel, a booklet 
called Communities for Living, a collection of popular material on 
the subject of local planning. The teachers who used the experi- 
mental edition assisted in the production of a final revised edition. 

The Advisory Panel is thus a kind of clearing house through 
which its members, all experts in some particular field, and the 
members of the various teaching institutions and local communities 
connected therewith, seek the most appropriate pattern and me- 
thods of community and regional tuition. The T.V.A. has an 
enormous amount of information, highly conscious in its marshalling 
and dissection of social facts, and through the Panel this is made 
available and adapted to educational use, among the teachers in 
the Valley, at the universities, as at the lower levels of education, 
and so permeates the younger generation in the Valley. In this 
way the T.V.A. makes living contact with the people and needs 
of the Valley, and the people of the Valley are gradually helped to 
realise the significance for them of this powerful Federal agency 
of regional resources development. 

Finally, no reader of the preceding chapters on the T.V.A.’s 
activities can have failed to notice the frequent references to the 
technical assistance given by the T.V.A. to the region as well as to 
its concern for education. The farm demonstration programme is 
almost entirely a process of education and assistance by a body of 
trained agricultural experts. The rural electricity programme, with 
its home economists and demonstrators, its T.V.A. accountants 
to guide the administration of the co-operatives, and the invention 
and provision of electric apparatus, is another example. The 
advisory relationship between the T.V.A. power departments and 
the municipal electricity undertakings is one more aspect of the 
value of the T.V.A.’s technical knowledge and ability to the public 
agencies and people of the area. The publication of the T.V.A.’s 
research studies in the social and the economic field, its advice on 
physico-economic planning, its encouragement and assistance at 
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conferences of civic and State agencies, its dissemination of the 
facts regarding its own or collaborative inventions of agricultural 
apparatus, produce-conserving and processing methods, the extent 
and quality of mineral resources, and so on, are further contribu- 
tions to the raising of the level of technical skill, ability and control 
over economic processes. In certain of the agricultural, industrial 
and manufacturing processes to which reference has been made, 
T.V.A. experts actually demonstrate the manufacture and applica- 
tion of newly invented apparatus and devices. 

All this is in addition to the public health education just des- 
cribed, to the fostering of general education by the T.V.A. ’s concern 
for public libraries and its connection with schools for children and 
adults with the object of making clear the relationship of its pur- 
chases and programmes to the economy of the region, and to the 
Authority’s efforts to raise the standard of vocational skill of 
its o^vn workers. The Statute wisely provides that the T.V.A. may 
call upon the departments of the Federal Government for advice 
and assistance, which the latter have an obligation to render at the 
President’s request. This power has been very amply used, and 
so the skill at the disposal of the Federal Government is mobilised 
for the Valley’s benefit. 

This function of bringing to the Valley the assistance of physical 
and social science and technology is of supreme importance, since 
it is the procedure best calculated to enable the people to stand on 
their own feet in the course of time. For all experience of economic 
development — and the T.V.A. is consciously guided thereby — 
shows that the soundest foundation of progress is knowledge, both 
technical and general, possessed and applied first by leaders, and 
in the long run, by dissemination through them to the broad masses 
of the people. There is indeed a close and causative correlation- 
between the quality and diffusion of education and expert skills, 
and the general level of economic productivity. 



CHAPTER VII 


THE CORPORATE AGENCY AND ITS METHODS 
OF OPERATION 

After considering in .the foregoing chapters the problems faced 
by^ the T.V.A. in the fulfilment of its purposes, attention may now 
be directed to its characteristic methods of operation, and therefore 
to its most significant administrative features. These are (1) its 
corporate form; (2) its democratic and contractual collaboration 
with existing public agendes and the people in the Valley; (3) its 
“regional” area of responsibility; (4) its integrated resource develop- 
ment and therefore its multi-purpose character; and (S) its method 
of procedure by technical assistance and education. 

The Corporation 

The T.V.A. is a corporate agency of the United States Govern- 
ment. It is important to consider what was intended by vesting 
in a corporation the powers which Congress thought necessary for 
the development of the area. Congress might have lodged the 
various powers separately in the several departments of the United 
States Government in Washington, and have arranged for special 
co-ordination among these departments so far as their activities 
related to the Tennessee Valley. But the purpose was to treat all 
the problems of that area as integrated; and this led almost with 
iron logic to the establishment of an authority on the spot, that is, 
to territorial decentralisation or regionalisation. The second idea, 
developing simultaneously with the first, was that a special instru- 
ment of administration ought to be devised better adapted to the 
functions to be exercised than were the traditional departments 
of the Government. In his Message of 10 April 1933 to Congress, 
requesting the creation of a Tennessee Valley Authority, the Presi- 
dent asked for “a corporation clothed with the power of Govern- 
ment, but possessed of the flexibility and initiative of a private 
enterprise”. This meant: 

(1) That it should be endowed with certain specific powers 
in relation to persons and property and in relation to its own pur- 
poses. 
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(2) That it should have succession in its corporate name; and 
the power to sue and the liability to be sued in its corporate name, 
to adopt and use a corporate seal, to make contracts for the pur- 
poses and through the procedures provided in the Statute, to make, 
amend and repeal by-laws, to purchase or lease and hold real and 
personal property necessary for its business, and to dispose of any 
personal property, to exercise the right of eminent domain* in the 
name of the United States, and to proceed by condemnation where 
necessary for the purposes of the Act. 

(3) That it should be empowered to appoint its personnel with 
exemption from United States civil service rules and to organise 
its internal affairs with comparative freedom. 

(4) That, since the Authority must come under some superior 
national control, it should be assigned special relationships with 
various of the controlling departments of the Federal Government 
designed to secure political responsibility, but without subjecting 
the Authority to a straitjacket. 

In the words of the House representatives on the conference 
committee on the T.V.A. Bill: “We have sought to set up a legis- 
lative framework but not to encase it in a legislative straitjacket. 
We intend that the corporation shall have much of the essential 
freedom and elasticity of a private business corporation.’’® 

Congress seems to have chosen the corporate form for four 
reasons. In the first place, those who originally drafted the early 
Muscle Shoals Bill wished to establish an authority which (o) might 
be an altogether private corporation, and if not, (6) would have 
political interference in its administration reduced to a minimum 
by the corporation’s independent power to appoint its own em- 
ployees; (c) would have its o^vn self-contained financial balance- 
sheet, which would provide the incentives and correctives of profit 
and loss necessary to good business effort; and (d) would be able 
competently to plan for the future, because it would have freedom 
to buy and sell without having to wait upon annual appropriations 
from Congress. 

Secondly, various analogies were adduced in the course of debate 
when hydroelectric power began to play a large part in the legis- 
lators’ mind; for instance, the Ontario Hydroelectric Commission, 
and electricity administration in places of great repute like Tacoma 
and Los Angeles. 

Thirdly, there were precedents for a corporation owned by the 
Federal Government. As far back as 1904 the Panama Railroad 

* To take property compulsorily with compensation. 

* 73rd Congress, House of Representatives, Report No. 130, 1933, p. 19. 
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Company had been taken over by the United States Government, 
which had continued to operate it substantially as though it were 
still a private corporation. The Alaska Railroad had been managed 
in much the same way since 1914. Then, in the course of the war of 
1914-1918, a number of powerful corporations were organised by 
the United States Government to run emergency fleets, to buy 
and sell grain, to build houses, and so forth.^ In 1924 the Inland 
Waterways Corporation was established to take over from a Bureau 
of the War Department a commercial transportation service on the 
Mississippi and Warrior Rivers. This corporation was endowed 
with capital stock, and was given power to move funds from one 
branch of its transactions to another, to establish a reserve against 
accidents and to borrow additional capital, flexibility in contractual 
relations, and relaxation of the full degree of audit of its accounts 
by the Controller-General in order to permit a proper flexibility 
of business judgment. 

Fourthly, since the last war, administrative theory had 
moved strongly towards the detachment from the traditional 
controls of administrative agencies which had the charac- 
teristics of an industrial or commercial enterprise. This devel- 
opment was due to a questioning whether civil service methods 
of appointment and the settled procedures of administrative control 
collectively known as "red tape" could not be improved upon; and 
whether it was really possible for Congress annually to make a 
genuine review of the detail of administrative activities, or advisable 
for it to intervene continuously in rather trivial everyday matters 
of administration. It was further believed that independent ac- 
counting and financing would stimulate responsibility and enter- 
prise, and that if an agency were set up with these characteristics, 
a special esprit de corps might be promoted conducive to the will 
to increase revenue receipts and keep down expenses. Indeed, 
the men who drafted the first post-war Bill to deal with Muscle 
Shoals deliberately adopted the corporate form to meet the fore- 
going considerations. 

These tendencies, which also operated in other countries at the 
same time, have persisted in the United States. More public corpo- 
rations were set up during the great depression. Indeed, the most 
considerable of all, the Reconstruction Finance Corporation, was 
established in 1932. Later, with the "New Deal” administration, 


‘ Instances are: The War Insurance Corporation (1918); the United States 
Shippi^ Board Emergency Fleet Corporation (1916); the Food Administration 
Gram Corporatipn (1917); the United States Housing Corporation (1918); the 
Sugar Equahrauon Board (1917), etc. Cf. H. A. Van Dorn: Governmenl Owned 
Corporahons (New York, 1926). 
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there came in quick succession the T.V.A., the Homeowmcrs’ Loan 
Corporation, and a long succession of others.^ 

It should be observed that the term "public corporation” is a 
name given to a type of administrative agency and docs not imply 
that all such corporations have identical administrative charac- 
teristics. The nature of every public corporation is determined in 
each particular case by the legislature, which endows it with charac- 
teristics appropriate to the functions it is designed to perform. 

To sum up the aims pursued by establishing the T.V.A. as a 
public corporation, it was desired, first, to exclude politics and 
partisanship in the conduct of its business. This was to be secured 
principally by having the directors appointed by the President of 
the United States; by exempting T.V.A. employees from the 
requirements of civil service regulations and, at the same time, 
requiring the Authority to set up its own merit system. Secondly, 
the Authority was to have financial flexibility in obtaining, spend- 
ing and accounting for its funds, and was to establish its own sepa- 
rate annual accounts to show the state of its business at proper 
intervals. Thirdly, it was to have a degree of freedom in carrying 
out certain transactions, such as purchasing land, equipment, and 
other properties, and the power to make out-of-court settlements 
in disputes with other parties. Fourthly, to assure the continuity 
of its policy and activity, it was to have power to appoint and 
regulate its own staff and set up its 0%^ procedures, and also to 
have a margin of moneys for use in continuing its operations. 
Fifthly, it was to have power to sue without going through the 
agency of the Federal Department of Justice in order to ensure 
fle.\ibility; and liability to be sued directly on much the same basis 
as any ordinary business, in order to give confidence to its clients.® 

• Since the bcginninR of the second world war, a number of new corporations 
have been established in the United States under the Reconstruction Finance 
Corporation for the procurement of stocks of materials ncccssar>' to the national 
defence programme; among these is the second edition of the Export-Import 
Bank, established in 1940, to promote the development of natural resources in 
Latin .\mcrica, leading inter alia to the establishment of development corpora- 
tions in Bolivia, Ecuador and Haiti. 

In Great Britain, whose experience in this respect has been as carefully fol- 
lowed by American students as United States' experience has been tvatched by 
the British, there arc some notable instances of administration by public cor- 
porations; for instance, the Port of London Authority (1908), the Central Elec- 
tricity Board (1926), the British Broadcasting Corporation (1927), and the Lon- 
don Passenger Transport Board (1933). Cf. L. (^Roos: The Public Corporatior. 
in Great Britain (New York, 1938); and T. H. O’Brien: British Experiments in 
Public Ownership and Control (London, 1937). In Germany the administration 
of the railroads and postal scr\*iccs, shortly after the end of the world war, was 
vested in independent corporations, the Reichsbahngesellschajt and the Reichsf>osl. 
Similar developments in the case of railroads occurred in Austria, Belgium, 
Greece, Poland, Rumania and Switzerland. 

* Cf. in particular David E. Ltuenthai. and Robert H. Marquis: "The 
Conduct of Business Enterprises by the Federal Government", in Jlorvard Lav 
Reotev, Feb. 1941, for an interesting analysis of the nature and operation of 
public corporations, with some special reference to the experiments of the T.V.A. 



114 


THE T.V.A.: INTERNATIONAL APPLICATION 


The T.V.A. cannot do what it likes; it can do only the things 
which are specifically permitted or commanded in the Statute, and 
can reasonably be implied from such permission and commands. 
Its powers are further governed, of course, by the general character 
of the United States Federal system of government. The Authority 
stands inside a constitutional system founded upon a basic law and 
developed by interpretation over 150 years. In that Constitution, 
the Federal Government (Congress, the President, and the Courts) 
has powers; the States have powers and rights; individuals are 
guaranteed certain rights, and, in some cases, immunities from the 
action of Governments and rights of suit against them. The Author- 
ity, therefore, has in the first place to be careful not to overstep 
the powers vested in it by Statute and Executive Order under the 
powers derived from the Federal Constitution, nor to deny rights 
which other agencies and individuals properly possess. 

Since the T.V.A. is subject to the law of the land, its actions 
are subject to control by suit brought against it in the law courts; 
and the wide extent to which it is open to such challenge has been 
shown in practice by the number and diversity of the actions 
brought against it. Its suability, with the right to make settlements 
out of court, has clearly focussed responsibility upon it and impells 
it to make settlements wherever feasible and on terms most con- 
ducive to its business interests. 

Democratic Collaboration 

The T.V.A. entered an area in which local political agencies 
already existed — the States, the municipalities, the counties. These, 
and most of the politically conscious citizens, looked with much 
gratitude and some eagerness to the establishment of the T.V.A. 
It was evident that, in the fullness of time, considerable benefits 
would accrue to the region. At the same time, the Board of Direc- 
tors was given a responsibility which was, as it were, exclusive; 
that is to say, no provision was made in the Statute (so far as 
T.V.A. powers were concerned) for self-government by the people 
of the area, whether through direct nomination of all or one of the 
directors, or through the election of an executive or advisory body 
supplementary to the Board. There was, and is, no democratic 
government in the sense of a locally-elected body of local directors 
of the T.V.A. responsible to the local constituency. As directors, 
the President selected three men of energy, capacity and public 
spirit, fully sensitive to and aware of their responsibilities, and 
intensely alive to the pioneering opportunities provided. A two- 
fold danger therefore arose. One aspect was that the directors and 
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Staff might regard the area as a backward colony, to be adminis- 
tered, it is true, with unbounded benevolence, but nevertheless 
from above. The other was that the inhabitants of the Valley, 
southern people proud of their own institutions and folkways and 
still affected to some extent by memories of the Civil War, might 
suspect and resent the intentions and actmties of the directors, 
however well-meaning. 

The problem involved was not successfully solved at once. In 
the first few months of the Authority’s advent in the Valley, some 
resentment was roused by observations made by one or two of the 
directors whicli led people, on the whole erroneously, to believe 
that an alien authority was claiming charitably to improve them. 
The attitude of the leaders of the Valley people themselves is best 
expressed in an article written in 1937 by one of themselves, George 
Fort Milton, as follows: 

At the beginning some of us resented rather deeply the paternalistic attitude 
at the top. These outlanders seemed to have come down here to reform an illiter- 
ate, godless lot who would not wear shoes; they could teach us that there was 
really some merit in occasionally employing footgear. . . 

However, it soon developed that this was by no means the general purpose 
and policj’ of the Authority; there was exhibited at least an equally vigorous 
idea on the part of some of its controllers that Tennessee Valley Authority’s 
purpose in this Valley was not to redeem a backward race by demonstration; 
that rather it was to afford opportunity to people who, whenever given oppor- 
tunity, promptly embrace it. This new tone and attitude, an index to Tennessee 
Valley Authority’s own capacity for self-education, was a happy change. Today 
one hears fewer whispers of this zeal for reform, but rather a growing under- 
standing of the merit of the people of the region. And with the change on the 
part of the Authority has come a companion change of the people’s own attitude. 
Tennessee Valley Authority is now of us and not of others. Its roots have begun 
to sink. It is no foreign Santa Claus, but the spirit and purpose of the \’alfcy. 

The change noted came from several causes. In the first place, 
it was feared that the co-operation of the local population would 
not be forthcoming, and that this would stultify the whole pro- 
gramme. Secondly, one of the three directors was drawn from the 
community in which the Authoritj' was to operate and was thus 
in a position to interpret to the Board the attitude of the inhabi- 
tants. Thirdly, it was realised that for good government, realistic 
information is ncccssarj*, and that such information cm never be 
fully a\'ailablc to the Authority unless it is offered by the people 
and the agencies of the people themselves. Any process of surv'ey 
and research based upon the unilateral action of the Authority will 
not only be more expensive but will be less accurate and full. 
Fourthly, there arc existing interests, for example, the land grant 
colleges, and the local government units and the States, witli in- 
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fluence and with powers (including the police power, that is, the 
actual power of government), which the T,V.A. does not itself 
possess, but which are necessarily complementary to its own 
powers and able to make or mar its policies. 

That is not all, however. The Authority came to recognise that 
perhaps its greatest potential contribution to social well-being lies 
in stimulating the energies of the people themselves, in assisting 
their o\vn spirit of self-help and initiative. It cannot be said that 
ideas ever went as far as a transfer of the authority of the Corpora- 
tion to the local people themselves; but there is a definite convic- 
tion that if the Authority were ever to cease to exist it could do so 
with the assurance that, so far as its responsibilities are concerned, 
the local population had been brought to some appreciation of 
their own civic capacities and obligations. This point of view is 
expressed in the T.V.A.'s Annual Report for 1936 under the rubric 
of “Local Self-Reliance”. 

The T.V.A. operates in fields in which national interests are directly involved 
and in which nothing short of national action can be effective. The roles of the 
States, and of cities, counties, districts, and voluntary associations within the 
States, are enhanced, not diminished, in importance by this recognition of interest 
and jurisdiction. Co-operation, not destructive competition; Federal respon- 
sibility in Federal and inter-State matters, with local initiative and self-reliance 
in matters of a local nature — these are policies by which the development of the 
Valley is being and should continue to be guided. 

The planning of the river’s future is entrusted to the T.V.A. The planning of 
the Valley's future must be the democratic labour of many agencies and individu- 
als, and final success is as much a matter of general initiative as of general con- 
sent. The T.V.A, has no power or desire to impose from above a comprehensive 
plan for the social and economic life of the Valley. It does desire to carry out its 
own responsibilities, within its proper legislative and constitutional limits, in 
such a way as to be consistent with the orderly development of the region, and 
it therefore needs to be cognisant of the major conditions, forces, needs and 
purposes of the Tennessee Valley area. 


In recent years this conviction has become even more conscious. 
In a series of addresses and articles the present chairman of the 
Board has systematised and stressed the democratic, decentralised 
approach. Many benefits are obtainable by the centralisation of 
authority, but they may be defeated, and will certainly be reduced, 
by the centralisation of administration, while they will be enhanced 
and preserved by the decentralisation of administration. 

The T.V.A. was so designed as to permit the Authority to mahe its decisions 
in the field, close to the people and their problems. It is in the field that adjust- 
ments and modifications adapting the Federal programme to meet the actual 
needs of local situations are more readily developed; it is in the field that citizen 
participation can be enlisted. That power to decide in the field is, I believe, the 
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heart of any decentralised programme, the quality without which there can never 
be an administration at the "grass roots". 

Our unique contribution has been that both by tested means and by newly 
adopted practices we have been "self-conscious” in our efforts to discover just 
how far and how effectively in its administration a Federal programme can be 
brought closer to the people and their problems, how far a Federal agency can 
take local and State instrumentalities into active partnership.* 

Only so will the atrophy of local endeavour and the drying up 
of initiative be avoided; and reliance on a “diet” of fundamental 
principles and "a priori reasoning” by an absentee Government 
be replaced by facts and judgment from the grass roots. 

The same theme is neatly and responsibly expressed by the 
present General Manager: 

The right to help formulate plans and recommendations, to accept or reject 
recommended programmes and courses of action, or to seek out alternatives, or 
to do nothing at all, rests with the local community and its representatives. 

The T.V.A. does not share this right; as a democratic institution created by 
the joint action of all communities it is itself an expression of this right. It does 
share as a consequence the responsibility of participating with the communities 
in their educational task of assuring that the exercise of their fundamental right 
of self-determination shall be increasingly wise and farsighted.^ 

Thus, the Authority cannot and does not abdicate its own 
elementary responsibilities as defined and controlled by Congress. 
But, as has been seen, it has most deliberately and painstakingly 
devised its administrative arrangements so as to share in the making 
and execution of policies with the States, the municipalities, the 
land grant colleges, rural electricity co-operatives and farmers’ 
clubs, local commissions of public-spirited citizens and those engaged 
in business. By a series of contractual and co-operative agreements 
it has stimulated farm demonstrations, the application of electricity 
to rural productive activities, the raising of the level of education 
and school accommodation, the improvement of public health, 
the physical planning of the area, the extension of libraries, the 
development of recreational facilities, and many other aspects of 
social existence in the Valley. "For in the scene of general bigness”, 
says the chairman, "men continue to come about the same size. 
There is still a limit to the energy and wisdom of the best; and so 
that many men may share in carrying out the vision of a few, we 
must learn how to decentralise administration."^ 

It may therefore be said that while the T.V.A. is not politically 

* Tile T.V.A.: A Step Toward Decentralisation, Address by David E. LiliEn- 
THAE, Director, Tennessee Valley Authority, before the University of California, 
29 Nov. 1940. 

* Gordon R. Ceapp: "The T.V.A. Programme”, in Journal of Educational 
Sociology, Nov. 1941, p. 147. 

’ David E. LieiEnthal: "The T.V.A. and Decentralisation”, in Survey Gra- 
phic, June 1940. 



118 


THE T.V.A..: INTERNATIONAL APPLICATION 


removable by the local inhabitants through any agency or proce- 
dure they can use, and is accountable only to the Federal legislature 
and executive, nevertheless it is sensitively responsive to the local 
inhabitants because (c) Congress designed a method of collabora- 
tion in the Statute; (6) Congressmen continually require the exercise 
of collaboration; and (c) the continuous presence of the T.V.A. 
directors and staff in the Valley itself inevitably produces respon- 
siveness through every-day meetings, face to face, between govern- 
ment and citizens. Two of the directors have lived in the centre 
of operations for ten years, since the T.V.A. began. A number of 
the higher personnel have a like length of residence, and many more 
employees have lived all tlieir lives in the Valley. They may be 
presumed to identify themselves with the good of the people of the 
region. 

,Yet they are the producers and not the consumers of T.V.A. 
services, so that the identity cannot be perfect. It must be remem- 
bered that there is an alternative form of organisation; a region 
with a government of its own, locally elected and locally account- 
able. 

Some have asked whether, if one of the first three directors 
was appointed because of his representative standing in the South, 
it is not desirable to go further along this path, and appoint several 
representative directors. There is indeed something to be said for 
the establishment of a Regional Council, nominated by major 
political agencies like the States. Such a council, however, would 
need to be on an advisory basis only, to have no share in sovereign 
decision, for the latter alternative could only mean dispute and 
confusion in the development of the programme of an Authority 
whose finances come from the Federal Government. Political 
influences have on some occasions (although unsuccessfully) pressed 
for the building of dams in certain areas, or the early starting of 
works to coincide with political interests. As things are at present, 
these are suppliants without a sanction; and that is the most they 
ought to be. For the funds come from the Federal Government, 
and there has hitherto been little tenderness on the part of Con- 
gress towards special interests in T.V.A. matters. Indubitably, 
in a sovereign representative council governing the T.V.A. 
with funds provided by the Federal Government, irreconcilable 
attitudes and wrangles would be provoked by the problem of 
the expenditure of funds provided by the Federal Authority. 
The coal and railway interests, capital and labour, have already 
challenged various developments of the T.V.A. before Congress. 
Had they been members of a sovereign council of the Ten- 
nessee Valley it is doubtful whether the T.V.A.’s own programme 
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and policy as based on Federal enactment would ever have been 
undertaken, or even if it had been, what its cost and shape might 
have been. 

A comprehensive advisory council is a different matter. The T. 
V.A. consults various occasional advisory bodies on special subjects; 
there is, however, no standing advisory council of local representa- 
tives giving comprehensive geographical or functional representation. 
The emphasis of the T.V.A. on democratic collaboration would be 
better implemented if such a council were instituted, especially in 
the operating, planning and development period towards which the 
T.V.A. is moving now that the major construction work is practic- 
ally completed. On a long-run view, great advantages to the 
Valley could be expected from such an advisory council, for (c) the 
T.V.A. would not need merely to guess at the relative strengths 
of local bodies of opinion; (6) a valuable reservoir of information 
would be made available to it; (c) its own justification of its policies 
might be more intimately and vividly communicated and broad- 
cast; (d) a sense of participation by the Valley would be fostered; 
(c) more cohesion between the general and special representa- 
tive civic bodies would be promoted; and (/) experience in the 
practice of democratic administration of a whole region would be 
gained. 


Collaboration with other Government Agencies 

The theme touched upon above, namely, the T.V.A.’s con- 
tractual relationships with other agencies of government, requires 
some further discussion at this stage. These contractual relation- 
ships are of particular interest in connection with the problems 
of the relationship between an international resources development 
authority and development agencies in assisted countries, as well 
as that between such national agencies and the already existing 
political areas and institutions, especially where different sovereign 
States are involved. 

When the T.V.A. came into the Valley with its own powers 
and responsibilities, it met a number of governmental agencies 
already there. Some of these were coeval with the beginnings of 
government in the United States, such as the States, the counties, 
many cities, and so on. There were also the local branches of the 
Federal Government Departments, as for example, the Department 
of Agriculture, the Bureau of Mines, and the Army Engineers. 
These, like the T.V.A., had powers and responsibilities. The T.V.A., 
or rather those who set it up, faced the alternative of establishing 
a complete new set of departments of its own and ignoring the 
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existing agencies and their functions, or co-operating with them. 
The first alternative would have meant: (a) overlapping, as for 
example, in the farm demonstration scheme (T.V.A., Department 
of Agriculture, and State Extension Services); (&) some gaps, as 
for example, in the exploitation of the recreational resources of the 
Valley (T.V.A. and States); (c) actual conflict of purposes, as for 
example, in respect of the power sales policy of the T.V.A. and that 
of the cities; and (d) uneconomical, inefficient, or inconvenient 
administration due to the non-use of the most suitable agency for 
the function to be fulfilled (e.g., the soil survey). 

However, since it was the deliberate policy of the T.V,A. to 
encourage and assist action by the agencies supported and con- 
trolled by the public in the Tennessee Valley, the second alternative 
was adopted. The T.V.A. , as already noted in connection with its 
agricultural, power and health programmes, for example, has 
accordingly entered into scores of contractual relationships with 
States, counties, cities, local co-operatives. Federal departments, 
academic, civic, and scientific institutions, for specific purposes, 
and has thus sought to produce a continuous and dynamic inter- 
connection. In this procedure the T.V.A. stands in the centre, as it 
were, as the co-ordinator of activity, usually giving the lead and 
planning the joint attack on the connected problems of the region, 
from the earliest stage on. Its contractual arrangements often 
imply a sharing of expense with the Federal agencies or a financial 
grant-in-aid, on conditions, from itself to the local agencies, whether 
States, counties or universities. By trial and error, but generally 
with early success, it has solved the problems involved in such a 
situation. These are: (o) selection of the agency whose legal author- 
ity and practical capacity are most appropriate to the power to be 
exercised — for example, the Bureau of Mines to conduct the later 
stages of the T.V.A.’s ceramic clay researches; (&) clear definition of 
the share of responsibility assumed by the T.V.A. and its colleague 
agencies, as illustrated by the Memoranda of Understanding on 
farm demonstration or on public health; and (c) where the statutory 
responsibility for a function is the T.V.A.’s, and especially where the 
Authority pays a grant-in-aid for example, farm demonstration, 
public health, laboratories, local schools. The T.V.A. has unques- 
tioned responsibility for the success of the ventures and for the 
means of securing it, whether by supervision or otherwise. In con- 
nection with this latter point, it is possible to value highly the farm 
demonstration work of the T.V.A. and still speculate that the 
T.V.A. might achieve more by direct relations with and supervision 
over the demonstration farms than intermediately through the 
Extension Sj^stem. 
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The Regional Area of Responsibility 

The Corporation is vested with responsibility for an area of its 
own. An area drawn most appropriately to fit certain economic 
needs, it cuts through the boundaries of seven States, boundaries 
which (like political boundaries throughout the world) were estab- 
lished in historical conditions altogether remote from contemporary' 
economic and technical considerations. There is a demarcation 
of territory, and the assignment of obligations and powers relating 
to it. The basis of the unity and identity of this area is the physical 
fact of the river and the watershed itself. The question arises 
whether such a conspicuous physical factor and tie is essential to 
the demarcation of an area of development with special respon- 
sibilities, or whether governments can be freer in their choice of 
area, and yet achieve good technical and social results. Examina- 
tion of the climatic, topographical and economic characteristics 
of the Tennessee Valley shows that, though the river is a unifying 
element, there is considerable diversity in them, and that in regard 
to economic activity various parts of the Valley are integral parts 
of agricultural or industrial economies transcending the Valley, 
For example, south of the river is the Alabama Cotton Belt; up to 
Nashville, a populous industrial and commercial area, and so on. 
However, conclusions will best follow an examination of the Statute 
and the practice developed from it. ' 

The Statute mentions, in the preamble, "the Tennessee River 
and the Tennessee Valley”. The enacting clause looks to "the 
improvement of navigation in the Tennessee River and Mississippi 
River Basins”. For electricity purposes, real estate may be acquired 
"at any point along the Tennessee River or any of its tributaries”. 
The navigation clauses, again, envisage "the promotion of naviga- 
tion on the Tennessee River and its tributaries, the control of the 
destructive flood waters in the Tennessee and Mississippi Drainage 
Basins”. Then, finally. Section 22 (relating to the planning powers 
of the Authority for raising the general welfare, and other purposes) 
seems to widen the area by including "the Teimessee River Drainage 
Basin and such adjoining territory as may be related to or materi- 
ally affected by the development consequent to this Act”. More- 
over, there is the authorisation contained in Section 12 giving the 
Authority power to sell electricity anywhere "within transmission 
distance”, and power to interconnect with other electricity sys- 
tems. This, as well as certain points in the other clauses quoted, 
very substantially extends the range of the powers, responsibilities 
and administrative interest of the Authority beyond the mere 
basin, which has an average width of some 50 miles. With this 
latter index may be compared the economical transmission distance 
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of about 250 miles from any point at which electricity is generated. 

.Some sections of opinion, not over-friendly to public enterprise, 
were perturbed, when the T.V.A. was asking for new bond-issuing 
powers in 1939, about the possibility of an even greater widening 
of the T.V.A.'s area of enterprise in electricity supply. 

There is no doubt that the drainage basin is a useful unifying 
concept for a resources development area, whether in the United 
States or any other country, but it is not the only one possible.^ 
In the case of the Tennessee Valley, it will be recalled that the 
Federal Government’s recognition of the economic and social 
distress of the Valley drew attention to the region as a subject for 
public development. Generally speaking, three questions arise in a 
consideration of the proper area for development: first, what is the 
area already defined for administration; secondly, for what people 
and groups, over that area, is the Authority made responsible; and 
thirdly, and very importantly, what are the established relations 
by the development authority with the people and agencies inside 
and outside the demarcated area for carrying out the functions for 
which it is both directly and indirectly responsible ? Development 
by the Authority has, in a large number of cases, been successful 
only when the Authority has taken very special care to act as a 
part of the greater economic and social body within which it has 
its being. 

The importance of the navigation powers of the T.V.A., as 
already noted, is by no means confined to that stretch of river 
from Knoxville to Paducah for which the Authority is primarily 
responsible ; the river is linked with the Ohio, the Cumberland and 
the Mississippi to the Gulf of Mexico. This linkage has many 
repercussions. The railway and motor transport systems in the 
vicinity are part of the interest, even if not the primary respon- 
sibility, of the Authority; the Authority has already raised the 
question of river transport and its problems (the establishment of 
terminals and the planning of roads leading thereto) and the prob- 
lem of interterritorial freight rates.® 

So also in regard to flood control. Reference has already been 
made to the T.V.A.'s contribution in holding back the masses of 
water in the higher reaches of the Tennessee, so as not only to save 
the cities on that river, such as Chattanooga, from inundation, 
but, more important still, to help the Lower Ohio and Mississippi. 

The necessary relevance of the Authority’s activities, trans- 
cending the immediate area of administration, is nowhere more 
strikingly manifested than in its electricity operations. 


* Cf. for general discussion, United States National Resources Com- 
mittee: Regional Factors in National Planning, Dec. 1935. 

* Cf. p. 89. 


CORPORATE AGENCY AND ITS METHODS OF OPERATION 123 

Through its own transmission lines and the actual range of its 
own supply, and the contracts for interconnection with great 
neighbouring power companies, the Authority already stretches 
hundreds of miles beyond the immediate area of the Valley.* Even 
that is not all, however, because two questions of economic develop- 
ment have been raised by the T.V.A. rates for electricity: first, the 
effect of cheap rates upon industries in other parts of the country 
(and whether such industries may or may not set up in the Valley) ; 
and secondly, if it can be demonstrated that these cheap rates are 
in fact subsidised because the Federal Government has financed 
the Authority, whether other areas in the country may not justifi- 
ably challenge this special benefit. The T.V.A. has a tough problem 
here, but for the moment it is enough to notice that this is a problem 
of interregional adjustment which a local authority has to face. 

In the fertiliser and farm demonstration programme, the Author- 
ity itself gradually realised that experiment would give the truest 
results if the donations of fertiliser were distributed all over the 
country and tested under the widest variety of conditions. The 
fertiliser and farm experts in the Authority have sought to make 
plain to the whole nation the importance of the phosphatic element 
in the soil. Here again, the range of interest and concern goes far 
beyond that of the Valley, and the matter has even been considered 
in relation to international export policy. The T.V.A. operates 
its fertiliser and farm demonstration programme outside its own 
area in connection with the Department of Agriculture and the 
land grant colleges, and the area of operation of these agencies 
is of course very wide. 

Nor, more narrowly considered, is the Tennessee Valley com- 
pletely coincident with the T.V.A.’s purposes. The Valley of the 
Tennessee is regarded by many people as having as its natural 
complement at least the Cumberland Valley. Indeed, in the course 
of the 74th and 7Sth Congresses, Bills were introduced for the 
addition of the Cumberland to the area of jurisdiction of the T.V.A., 
and in 1941 Congress was again considering this question. It was 
reasonably urged that more of the State of Tennessee would fall 
within the Authority’s region, Tennessee being tlie chief State in-. 

* In the drought of 1940, the Authority delivered power to the ."Muminum. 
Company of America (Alcoa), then deeply engaged in the production of alumi- 
nium for defence purposes, brought by it from Arkansas and North Carolina.. 
Also, when the Commonwealth and .Southern Companies were drought-stricken,, 
they were helped by the same means. When the Hiwassee Dam was under con- 
struction, the T.V.A. had no transmission line of its own in the vicinity. It saved 
the cost of constructing or buying one by an arrangement with .Mcoa which gave- 
power to the T.V.A. on the site in e.\change for power to the .-Mcoa in Tennessee^ 
Extra power needed for defence industries was obtained from steam plants, 
outside the area. 
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the Authority’s field of activity, but, under existing conditions, 
divided into two disconnected areas; that the portion that would 
be newly included was extremely important, comprising as it did 
an area industrially, commercially and agriculturally productive; 
that there would be added to the resources already under develop- 
ment by the Authority high grade coal, hzirdwood forests, tobacco 
areas and agricultural land; that social and economic ties cor- 
responding to the social and economic influences exerted by the 
area outside would be established; and that there was a kinship 
of the regions in resources, terrain, and the economic bases of popu- 
lation and culture. The interconnection of the two river basins 
would be of benefit in relation to floods on the Mississippi, additions 
to power supply, and ease of navigation.^ 

Since 1933, something like 120 State and city planning boards, 
occasionally advised by the National Resources Planning Board*, 
have been established in the area of the T.V.A. The relationships 
of the Authority with these agencies, in so far as they fall within 
its area, have already been considered.® The point of present in- 
terest is that planning agencies have come into being in an area 
larger than that of the Authority itself. At the conferences of the 
southeastern section of the National Resources Planning Board, 
T.V.A. officers from time to time played a considerable part, and 
the T.V.A. and N.R.P.B. stimulated each other’s ideas and re- 
searches. The Authority has principally addressed itself to the 
stimulation of many agencies inside, on the borders of, and outside 
'the Valley. By these connections, the Authority is enabled to 
exercise a useful influence on the whole of the seven States, though 
its own area covers only a part of each. 

This discussion of the relationship of the T.V.A. ’s own specific 
area to its concern and responsibility for parts of the United States 
beyond its boundaries suggests several conclusions. First, that the 
Authority’s area has been necessarily restricted in order to secure 
a sharp focus of attention upon its resources and problems. Second- 
ly, that while an area of special development need not necessarily 
be based upon electric power or the control of a river, the develop- 
ment agency must have authority and power to deal with its prob- 
lems in terms of the area that these problems affect, and there 
may be sub-areas or trans-areas to meet special problems involved 
in each of its several powers. A small valley authority may have 
to fit into a larger entity; an immense valley may need sub-regions; 


‘ Cf. 77th Congress, 1st Session, Hearings on S. 1539, pp. 15 fF. 

* This agencj' was established in 1934 as the National Resources Board to 
prepare and present to the President a programme for the development and use 
of land, water and other national resources. It was abolished in Tune 1943. 

’ Cf. p. 119. 
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plain and country may need division; mountain masses may need 
a single control though they are under several sovereignties. Third- 
ly, the delimitation of the area lies, to a very large extent, in the 
discretion of the Government; it depends upon what the Govern- 
ment wishes to secure. Fourthly, any one area is necessarily em- 
bodied in the integument of the total economic system of a nation, 
is affected by the rest of the economic system, even as it affects 
and contributes to it; hence, there must always be problems of 
adjustment. And, finally, the machinery of adjustment may take 
the form of a voluntary agreement between the development area 
and its neighbours, but in the last resort must be operated by the 
Government of the whole nation. 

Integrated Resource Development and a Multi-Purpose 

Authority 

The Tennessee Valley Authority plages great emphasis and 
importance upon integrated development. It believes that undue 
insistence upon one branch of its operations, however important 
in itself, falls short of the possibilities of its mode of operation. 
It looks at the area in terms of all ij;s needs and of all its resources 
together. Manifestly, the several powers vested in the Authority 
have facets and significance for each other over and above their 
direct values. It has been seen, for instance, that the electricity 
programm.e has its own direct importance, but it also contributes 
to increasing the productivity of the farms and raising the value 
of farm produce, by making possible the preservation of locally 
grown food and thus also contributing to improved diet. Again, 
reafforestation ministers to the improvement of the soil and of 
farm economy and the redevelopment of timber industries and, by 
holding the topsoil on the land, aids in preventing the silting of 
rivers, and thus assists navigation and the production of electricity. 
Furthermore, the fertiliser and farm demonstration operations are 
aided by the electricity programme and, in their turn, aid it, because 
a wealthier farm community will look to electrical apparatus as 
part of its production methods and comfort in living. The power 
to conduct research and demonstrations is useful in promoting the 
productivity of the area, because it may result in the discovery of 
valuable mineral resources which may either be sold elsewheire or 
(as in the case of certain days processed in the area) used by in- 
dustry, which may be decentralised by the use of tlie Authority’s 
supply of electric power. Once again, issuing from the duty of 
constructing dams, there is a whole host of health problems, 
the effects of which are not confined to workers on the construction 
projects and the answers to which have wide repercussions. All these 
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functions, furthermore, minister individually to the civic educa- 
tion of the people in terms of their domestic economy and farm 
practices, and to the art of democratic self-government in the co- 
operatives. 

It would be possible, of course, for each of these powers to be 
exercised by a separate authority, and it has been suggested^ that 
certain of the powers devolved to the T.V.A. might well be ad- 
ministered by separate agencies; for example, its farm demonstra- 
tion work might be undertaken by the United States Department 
of Agriculture. But such a development would mean the loss of 
the supplemental values, which are most perceptible and better 
capable of being planned and achieved where a single unified author- 
ity is responsible for all of them together; and moreover, as has 
been suggested earlier, would raise the possibility of parallel agencies 
acting either in jealous separation or uneasy co-ordination, although 
even such emergent problems are not insoluble. 

The Tennessee Valley Authority, then, derives much of its 
significance from the fact that it is a multi-purpose authority.® 
The powers listed were conceived of by those who established it as 
a govemmentally integrated means of achieving integrated resource 
development. They had in mind, and the T.V.A. has had in mind 
from the beginning, the comprehensive promotion- of all the re- 
sources in their interrelationship, each resource being utilised in 
companionship wth the others and their purposes. The single 
powers, therefore, are parts of a well-woven web, and all the parts 
together make the strength of the Authority and its value for the 
region. Each facet of each resource and power has, besides its 
own significance, a supplemental one for the rest of the resources 
and powers, and the development of each is consciously managed 
from this point of view, so that from the very integration an addi- 
tional value is obtained which is greater than the sum. No single 
power, therefore, can be regarded as standing alone; it is always 
a contributor to, and needs contribution from, all the rest. This 
has clearly emerged from the description already given of the 
various phases of the Authority’s work. 


* Cf. Report of the Joint Committee Investigating the Tennessee Valley Authority, 
op. cit., Minority Views, pp. 275-277. 

’It should not be forgotten, in the interests of proportion and perspective, 
that the great cjtjes of the world, not to speak of the smaller ones, are also multi- 
purpose authorities, for instance, the great metropolitan centres of New York, 
London, Buenos Aires, Vienna, etc. When it is urged that the T.V.A. is a multi- 
purpose authority, the implied contrast is with such public corporations as the 
Central Electricity Board or London Passenger Transport Board in Great Britain, 
or the Inland Waterways Commission of the United States, which are vested with 
responsibility for a single function. But it is all a question of degree, for even 
these single functions fall into a plurality of purposes. 



CHAPTER VIII 


MANAGEMENT AND PERSONNEL 
The Board of Directors 

The chief administrative arrangements of the T.V.A. are excep- 
tionally instructive to those who seek to understand its success, 
for they attempt to answer the two vital problems of securing 
administrative and technical efficiency, and excluding the influence 
of politics from the direction and conduct of the undertaking. The 
various sections of the Statute establish but meagrely the bare 
foundations of its administrative system. 

Supreme in the direction of the affairs of the corporation is the 
Board of Directors. The Statute says (Section 2 (g)) that “the 
Board shall direct the exerdse of all the powers of the Corporation”. 
Under this Board there are some thousands of employees, the basic 
prindples of whose selection are stated in the Statute. As to the 
organisation of departments and committees and coundls and the 
hierarchy of staff by which the executive work of this public enter- 
prise is achieved, the Statute is almost silent; the Board of Directors, 
is free to establish such organisation on the basis of the Statute 
(Section 3) under the following provision: 

The Board shall without regard to the provisions of civil service laws applic- 
able to officers and employees of the United States, appoint such managers, 
assistant managers, officers, employees, attorneys and agents as are necessary 
for the transaction of its business, fix their compensation, define their duties, 
require bonds of such of them as the Board may designate and provide a system 
of organisation to fix responsibility and promote efficiency. Any appointee of 
the Board may be removed in the discretion of the Board. No regular officer or 
employee of the Corporation shall receive a salary in excess of that received by 
‘ the members of the Board. . . 

Thus, the Directors are in a position of paramount importance. 

There are three directors, one being chairman. The Board is ' 
appointed by the President by and with the advice and consent 
of the Senate.^ Directors are removable by Congress at its discre- 
tion; they are removable by the President if found guilty by him 


* Section 2 (a). 
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of applying political tests or qualifications in the appointment and 
career of officials of the Authority or of acting in such matters 
otherwise than on a basis of merit and efficiency.^ By a ruling of 
the Courts, the President also possesses (and has exercised) the 
right to remove directors, based upon his constitutional duty to 
see that the laws are faithfully executed. In appointing the mem- 
bers of the Board, the President is empowered to designate the 
chairman. The directors are appointed for a term of nine years, 
but the terms of appointment are arranged so as to stagger the 
term of each director, those first taking office having been given 
terms of three, six and nine years. Any two directors are empowered 
to carry on the affairs of the Corporation in the absence of the third 
director from board meetings. 

When the T.V.A. was being developed, much consideration 
was given to the question of appointment and qualifications. It 
was clearly realised that the vesting of such an important trust in 
the Authority, especially with the latitude permitted to a corpora- 
tion, meant that the experiment would stand or fall by the quality 
of the directors. The majority report of the House of Representa- 
tives introducing the T.V.A. Bill (H.R. 5081) said: 

It is a great responsibility imposed upon the members of the Board, but it is 
a great opportunity that will come to those chosen for this great service. For such 
position of trust and responsibility, undoubtedly the President will search the 
nation over for the right men to whom to entrust not only this vast investment 
of money but this great responsibility not only to the people of that section of 
the country, but to the people of the whole nation. If, through the. incapacity 
or the indifference of the members of the Board, this great humanitarian project 
should fail, then progress along this line in other parts of the country will be set 
back for two or three generations. 

Congress, then, wished to exclude political appointments and 
influence, and to secure a clear objective devotion to the purposes 
of the corporation. As for political impartiality, it was hoped that 
the long term of office — nine years, which is longer than that of 
most commissioners in other Government corporations — ^would 
exclude partisanship. Further, the fact that the Statute had placed 
the general power of dismissal in the hands of Congress to some 
degree encouraged the hope that the Chief Executive would not 
intrude. Finally, the staggering of the terms of office of the directors 
was designed to produce a consistency and continuity in policy 
which might not be possible if the reappointment of all directors 
fell at one time; a further important consideration was that the 
staggered terms overlap the normal four-year terms of the President 
of the United States, and this was expected to frustrate the hostile 


* Section 6. 
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designs of a new and unfriendly President.* It is important not to 
ignore the effect on the T.V.A.’s speed and attack in its early years 
of the thought that it might have only four years of a friendly 
President’s term in which to lay its foundations securely. Had it 
been assured of a succession of benevolent controlling authorities, 
it would have been less hasty in some important matters of power 
policy, and would not have made enemies. 

As regards administrative competence. Section 2 of the Statute 
lays down three stipulations. First, no director may have a financial 
interest in any public utility corporation engaged in the business of 
distributing and selling power to the public, nor in any corporation 
engaged in the manufacture, sale, or distribution of fixed nitrogen 
or fertiliser or any ingredients thereof, nor in any business that 
might be adversely affected by the success of the corporation as 
a producer of concentrated fertilisers or electric power. 

Secondly, members of the Board are not, while in office, to engage 
in any other business, but are to devote themselves to the work of 
the corporation ; that is, they are to be full-time officials. This has 
been rather important as it has meant that the directors have been 
on the spot most of the time, and a close identification of their 
views.with those of the region has resulted. 

Thirdly, "all members of the Board shall be persons who profess \ 
a belief in the feasibility and wisdom of this Act". This clause is 1 
intended to exclude from consideration those who obviously could 
not be held to believe in the feasibility and wisdom of this novel 
public enterprise. Some evidence of loyalty was needed, and a 
similar declaration has been required of all the officials of the cor- 
poration also. Whether this profession can govern those who 
appoint and those who are appointed is an elusive problem in human 
psychology. It does not, of course, exclude bona fide differences of 
opinion as to what the Act means and how it should be fulfilled, 
nor has it done so. 

The directors receive a salary of $10,000 a year. Some members 
of Congress believed that it was impossible to secure men of the 
requisite ability and character at such a salary when they might 
earn much more in private enterprise. Some also believed that the 
directors could not be non-political. But these prognostications 
have been decisively refuted by experience. 

* It is interesting to observe the comments on this of Mr. Wendell Willkie 
who, as President of the Commonwealth and Southern Utilities, had found it 
difficult to reconcile the policy of the T.VA. and the President with the policy 
of the utilities. Yet on 14 June 1940 (in a Scripps-Howard Press interview), he 
declared: "Any President of the United States who tries to turn T.V.A. back 
to -the private utilities would be extremely unrealistic": and “Now let us give 
T.V.'A. a really honest chance to see what it can do or it cannot do for the benefit 
of all the people". 
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Thus, there are three directors, full time, all legally with equal 
power, though one is' chairman. Legal equality soon encouraged 
a struggle for predominance. This resulted in the early years of the 
T.V.A. in a threefold division of the Authority’s work. The too 
evident disadvantages^, i.e., the inability to introduce a logical 
division and proper co-ordination of departmental activities and 
the disturbance caused by conflicting loyalties, were overcome by 
the focussing of management in a general manager under the author-’ 
ity of the Board, to be described later. In a multi-purpose authority 
coherence in policy and unity and drive in management are more ' 
than usually important. 

Whether a full-time board of three directors was, or is, necessary 
is doubtful. It was not the deliberate result of careful congressional 
meditation on alternatives. Various methods of administration 
are conceivable for such public enterprises as the T.V.A., for in- 
stance, by a single administrator responsible only to the President 
(or other superior control), and unaided and unaffected by any 
colleagues, advisory or executive, sharing his responsibility; by a 
single administrator with the executive power and responsibility, 
but required to consult an advisory board ; by a single administrator 
subject in all things to direction and control by the board of direct- 
ors; or, as in the case of the T.V.A., by fully collective administra- 
tion, yet with the majority of two directors able to overrule the 
third, even if the third were chairman. 

Experience of the first eight years of the T.V.A.’s operation 
(during which there were moments of confusion, dissension, strain 
and loss of time) certainly raises the question whether a board of 
three men each with equal authority could not be better replaced 
by a single administrator. To this, the Minority Report of the 
joint congressional investigation answered that it would be better 
to have five part-time directors paid on a per diem basis or by a 
reasonable annual salary, emplo3dng a manager and acting as the 
directors of an ordinary business corporation.* But the Majority 
Report considered that concentration of responsibility in a single 
administrator would be inefficient, because the range of interests 
to which the T.V.A. must give skilled attention was too large for 
a single person, especially as the T.V.A. was moving along novel 
and untried paths.® The directors of the T.V.A. agree with the 
latter opinion. Yet it is difficult at the operating stage at which 
the T.V.A. has arrivdd, as distinct from the earlier policy-forming 


> See Report of the Joint Committee Investigating the Tennessee Valley Authority, 
op. cit., and more especially Hearings, Vols. 1, 2, 3 and 6. 

* Report, op. cit., p. 277. 

• Ibfd., p. 26. 
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stage, to discover what a full-time board does that a part-time 
board could not do. 

Initially, the Board of Directors assumed almost all powers 
for itself, including administrative detail. This led to confusion, 
and the Board finally consigned administration to various offices and 
departments, and, in particular, put a general manager between 
themselves and the detailed fulfilment of their orders. Conse- 
quently, the Board keeps in its own hands the major decisions 
concerning its exercise and development of the discretion vested 
m it by Congress and the coherent guidance of the whole enter- 
prise; matters of general policy, such as the relative weight to be 
"given to its various programmes, the speed and scope of each main 
item of administration within such programmes, the adoption of 
the annual budget, which, in a sense, is a financial focus of the 
various lines of enterprise in the Authority as they thrust forward. 
It approves all appointments carrying salaries above $5,600 a year. 
It must approve purchases of over $10,000 a year, and it reviews 
purchases where the lowest bid is not accepted. The directors also 
represent the Authority on important occasions before the public, 
the President, and Congress. They direct, and sometimes partici- 
pate in, the general strategy of relationships with other govern- 
mental authorities. They take a leading part in stating to various 
public bodies the general purpose and standards of enter- 
prise of the Authority; this duty falls especially upon the 
chairman. 


The General Manager 

The general manager is the chief administrative officer to whom 
all departments and officials report. He is responsible for the 
execution of policies and decisions of the Board subject to the 
latter’s control. He prepares the Board’s agenda, issues notice of 
its meetings, presents subjects for Board action, and notifies the 
departments of the Board’s policies and decisions. It is his business 
to keep the Board currently informed of the activities of the Author- 
ity,. to make recommendations, and to prepare special reports 
upon the Board’s request. He exercises considerable unifying 
power and managerial authority — ^through his duty to prepare and 
submit to the Board the annual budget estimates. Naturally, he 
assists in the process of commending the budget to the United 
States Bureau of the Budget and the relevant committees of 
Congress. 

The general managers of the Authority have hitherto inter- 
preted their duty as not to assume all the tasks of administration 
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themselves, but rather to evoke from the various experts in the 
employ of the Authority the best that they can give in terms of 
advice and action. They remove obstacles to the free and pro- 
gressive activity of the departments, funnel information to the 
Board (by various forms of reports, oral and written) , and transmit 
the policies decided upon by the Board to all the various 
services and experts employed to do its bidding. They seek to over- 
come the ignorance of employees at different levels of responsibility 
of each other’s duties and special part in the T.V.A.’s collective 
purpose, in order to reinforce coherence of direction. 

There are board-staff conferences arranged at the request of 
the Board of Directors, the general manager, or one of the depart- 
mental directors in order to provide the Board with information 
regarding the fulfilment of a policy already adopted, or to elicit 
from it direction regarding policy considerations which may arise 
out of the working programme of a department and give concern 
to the staff. At such conferences there are present not only the 
chief of the administrative department, but also members of the 
departmental staff; and thus an opportunity of direct contact 
between the supreme direction and the executants of policy is 
provided, with beneficial effects on the understanding and morale 
of both parties, and on unity of action and timing. 

Consultants 

The work of the Authority and the planning of the Board have 
been much assisted by the calling in of expert consultants. These 
have sometimes acted as a committee, as with the committee of 
three public utility experts who examined and reported upon the 
problem of allocation of dam costs, or when hydraulic engineering 
experts have been called in to give their opinion on the planning 
of a dam or some particularly difficult phase of its construction. 
There are very many instances in which an individual who is master 
of a special field has been consulted ; for instance, on labour policies, 
legal questions, power finance policies, health and safety problems, 
tax studies, engineering, employee training, and so on. Advice is 
sought in connection either with the preparation of a policy or with 
technological improvements in processes or, again, in the form of a 
general review and appraisal of work already in progress. 

Here again can be seen a further aspect of the T.V.A.’s contribu- 
tion to the welfare of the region in providing and-bringing together 
the most expert advisers for the solution of its problems. 

The following organisation chart of the Authority shows the 
distribution of duties: 
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The character of these duties has for the most part been ex- 
plained indirectly in the various chapters describing the functions 
of the T.V.A., but a word of explanation is needed in regard to the 
Management Seridce and Regional Planning Councils. These coun- 
cils are meetings of members of the various departments for the 
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discussion of matters' common to them, or subjects which, though 
not requiring a collective decision, may commonly concern the 
departmental responsibility of each. For example, at the Manage- 
ment Service Council there may be a discussion on T.V.A. publi- 
city, the recruitment of staff, the T.V.A. and industrialisation; and 
at the Regional Planning Council a review of the significance of all 
T.V.A. activities, of land-utilisation maps, or malaria control 
operations, or negro problems. These discussions tend to encourage 
esprit de corps and mutual understanding of each other’s problems; 
they are educational rather than executive or even advisory. Once 
again, by this device, it is sought to secure in a multi-purpose 
authority which might easily degenerate into cross-purpose depart- 
ments, a sense of unified and co-ordinated advance. 

Personnel 

As with other parts of the system. Congress sought for T.V.A 
employees the guarantees of political independence and efficiency. 
Congress had to find the answer to rivo problems. One was how 
to secure a defence against political influence; the other was whether 
the T.V.A. should have its own special procedure to secure merit 
and efficiency appropriate to its special and local tasks, or be 
subject to the general procedure of tihe United States Civil Service 
Commission. The devices to answer the first question were simple, 
though difficult to apply. The answer to the second involves issues 
of great importance in Government undertakings of an economic 
character, and some brief observations on the long and serious 
debate which occurred on this question before the T.V.A. was set 
up, which continued later and has not yet ceased, are necessary at 
this stage. 

Those who were anxious to have the United States Civil Service 
Commission recruit staff for the T.V.A. and regulate its classifica- 
tion, salaries, its conditions of work, retirement and the rest — 
in other words, to embody the T.V.A. staff entirely in the one 
million United States civil servants — wished to exclude patronage 
and political influence by subjecting the T.V.A. to the regular 
procedure by which the United States has sought to solve the ques- 
tion of political "spoils”. The method generally is universal open 
competition and (usually) written examinations, with uniformity 
of treatment for all departments and agencies of the Government, 
no matter what their function. When there is such uniformity of 
practice, congressional controls are also easier. 

On the other hand, those legislators who wished to endow the 
T.V.A. with freedom to be its own employing authority aimed at 
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giving the T.V.A. business vitality appropriate to its own special 
function of economic development. 

The legislators sought: 

to write a Bill that would establish a Government Corporation on the same 
basis of operation as the great industrial corporations of America are run — 
the United States Steel Corporation in its efficiency, for instance. To accomplish 
^that efficiency the captain of the team has to have absolute command. It is 
jthe only way in which efficiency can be obtained.* 

They were afraid to have the Authority’s employees selected 
by an outside agency (the United States Civil Service Commission), 
on the ground that this would mean applying a test which no man 
engaged in that particular business in a private way would apply, 
and depriving those responsible for the success of a business under- 
taking of the guarantee of efficiency, the right to hire and fire.® 
Finally, many also believed that if the T.V.A. staff were appointed 
by the United States Civil Service, then, so long as a candidate 
could satisfy the usual wholesale tests of ability, he could be ap- 
pointed to the T.V.A. even if he were an enemy of public economic 
enterprise and unwilling to work for its success. 

The upshot was the inclusion in the Statute of Sections 3 and 6. 
Section 3 has already been quoted.® The amplest creative oppor- 
tunity was thus afforded the Authority. The power to remove any 
employee at the discretion of the Board is a clear indication of the 
flexibility with which Congress, after long argument, decided to 
endow the Authority in order to meet the problem, so awkward 
in Government employment, of getting rid of the "deadwood” of 
incompetent workers. 

The Authority’s guarantee against political perversion is em- 
bodied in Section 6: 

In the appointment of officials and the selection of employees for said Cor- 
poration, and in the promotion of any such employees or officials, no political 
test or qualification should be permitted or given consideration, but all such 
appointments and promotions shall be given and made on the basis of merit and 
efficiency. Any member of said Board who is found by the President of the United 
States to be guilty of a violation of this section shall be removed from office by 
the President of the United States and any appointee of said Board who is found 
by the Board to be guilty of a violation of this section shall be removed from 
office by said Board. 

The rule against political considerations is strong and unmistak- 
able. The command that merit and efficiency shall rple is equally 
firm and clear. What conditions should be established to secure 

* Cf. 66th Congress, 2nd Session, Congressional Record, 1 Dec. 1924, pp. 
298-299. 
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the supremacy of merit and effidency was a matter left freely to 
the Board and its properly deputed officers. 

Freedom from Political Influence 

As regards political intervention in appointments, the Authority 
■was, from the beginning, subject to heavy pressure. This came 
sometimes from the chief party agents. Federal and local, of a 
political party, but more frequently from members of Congress 
from whom constituents had begged recommendations for jobs. 
From the very first, the T.V.A. firmly rejected all attempts at 
patronage. In this it was, at its request, assisted by the authori- 
tative influence of the President of the United States. A T.V.A. 
report made in 1935, at the most critical period, showed that about 
10.1 per cent, of all applicants for jobs had recommendations from 
members of Congress, but only 3.2 per cent, of those actually 
appointed had such recommendations, and, of course, this latter 
figure is no indication that the recommendation was a deciding 
factor. Over the whole history of the T.V.A., there is no doubt that, 
though subject to pressure, and though sometimes subject to temp- 
tation, it has resisted political considerations successfully enough 
for their influence to have been negligible. 

Originally, the T.V.A. followed the United States Civil Service 
rule that officers and employees, while retaining the right to express 
their opinions on all political subjects and to vote as they pleased, 
should take no "active” part in political management or in political 
campaigns. At the employees’ request, in accordance with the 
Authority’s employee relationship policy, to be discussed pre- 
sently’, a more liberal rule was adopted. In the first place, an 
obligation was put on every employee of the Authority not to use 
his authority or official influence, directly or indirectly, to control 
or modify the political action of any other person; not to engage 
in any form of political acti-vity during the hours of duty, nor at any 
other time to take such part in political activities or campaigns as 
to impair his effectiveness in his position or the programme of the 
Authority, irrespective of party or political issues. It was also 
resolved that no officer or employee should be prejudiced in his 
career because of his political views or activities, unless these tended 
to discredit the integrity of the Authority in carrying out its pro- 
gramme.® 

* Cf. Chapter X. 

* With the passage of the Hatch Law in 1939, the Authority’s Political Activity 
Policy was supplemented to include the provisions of this law, applicable to em- 
ployees in all Federal departments _and_ agencies, under which termination of 
employment is mandatory for any violation of the specific prohibitions set forth 
in the law. 
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Merit and Efficiency 

Though the T.V.A. is free from any geographical limits of selec- 
tion, it has come about that employees from the Valley States them- 
selves have secured what is perhaps a disproportionate number of 
the total jobs.^ This is because of the concentration of the Author- 
ity’s work in the Valley; and, in regard to industrial hourly workers, 
because it would be unwise to recruit them from all over the United 
States with the prospect of their being turned off as soon as a con- 
struction job was finished. Although, for example, the salaried 
employees of the Authority are not required to be residents of the 
Valley, about 75 per cent, of them are from the Valley States. It is 
reasonably to be expected that men to fill the highest positions in 
the T.V.A., being experts with a national reputation, should be 
sought primarily for their competence, and that the place of their 
origin should be only a secondary consideration. Familiarity with 
problems of the region is a definite asset in some types of work. 
Where this cannot be adequately obtained together with technical 
competence, subordinate officers with local backgrounds are em- 
ployed as assistants. The T.V.A. has attracted, trained, and utilised 
a very able body of personnel officers, whose record of work in 
providing the skilled professional, administrative and scientific 
staff, and the thousands of construction workers belonging to 100 
different occupations, and in handling the problems of classification 
and personnel relations, is outstanding in the contemporary public 
services of the United States. 


TOTAL NUMBER OE PERSONS EMPLOYED BY THE T.V.A. FROM 

YEAR TO YEAR 


Year 

Annual 

workers 

Hourly 

workers 

Total 

30 July 

1934 

(combined) 

7,114 

December 

1935 

(combined) 

12,504 

tt 

1936 

5,225 

9,392 

14,617 

fl 

1937 

5,715 

7,955 

13,670 

II 

1938 

5,696 

7,219 

12,915 

If 

1939 

5,744 

6,493 

12,237 

II 

1940 

6,953 

7,343 

14,296 

II 

1941 

8,979 

14,548 

23,527 

January 

1942 

13,122 

20,637 

33,759 

July 

1942 

15,032 

26,179 

41,211 


‘ As a concession to the Federal character of the United States, there is an 
important rule in the United States Civil Service which runs: “Appointment 
to the public service aforesaid in the departments at Washington shall be appor- 
tioned among the several States and territories and the District of Columbia 
upon the basis of population as ascertained at the last preceding census” (Civil 
/ Service Act, 1883, Sec. 2). 
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NUMBERS AND AVERAGE SALARIES OP ANNUAL EMPLOYEES AT 
31 DECEMBER 1941^ 


Classification service 

Number of 
employees 

Average 

salary 

Professional and scientific 

Sub-professional 

Clerical, administrative, and fiscal 

Educational 

Inspectional 

Custodial 

Total: Annual employees under the salary policy 
Trades and labour annual employees . 
Total: All annual employees 

1,926 

1,433 

3,717 

7 

2S9 

1,260 

$3,373 

1,618 

1,844 

1,960 

2,145 

1,934 

8,602 

2,097» 

2,167 

1,767* 

10,699 

2,092 


> Hourly employees in the Trades and Labour Service, comprising from one half to two thirds 
of the total personnel, are excluded from this table. 

* Figure at 31 Jan. 1942. 


Recruitment 

To recruit employees for administrative, clerical, scientific and 
professional grades, the T.V.A. does not, like the United States 
Civil Service Commission, have regular examinations with a nation- 
wide announcement of date and requirements and subjects of ex- 
aminations.^ Instead, it circularises a number of colleges and 
institutions of higher learning and invites applications for positions. 
The applications are reviewed, interviews sometimes held, and 
a list or register of possible appointees is produced. Those not 
appointed remain on the register, and are periodically circularised 
regarding their wish to continue there. In the case of the United 
States Civil Service the examination results in an order of merit, 
and when an appointment is to be made the head of the department 
chooses from three names in the order of merit certified by the 
Civil Service Commission. Those lower down on the register are 
considered only later, in their relative order, as vacancies occur. 
The register is then closed until the next examination. The T.V.A.’s 
register remains open, however, and any individual may apply at 
any time for inclusion in it. Since its beginning the T.V.A. has 
had 600,000 applications for positions of all types. 

The personnel department is very dependent on the records of 
the candidate’s previous career. The Authority obtains additional 
information concerning a candidate through reference enquiries 
of unusual detail sent to previous employers and to other individuals 
who know the applicant well. The standing of a candidate, especi- 
ally for the higher posts, in a particular field can be ascertained 
from universities, the officers of professional organisations and 
similar sources. 

‘ For certain clerical and custodial positions, the Authority does utilise ap- 
titude tests for the preliminary selection of candidates, and from these tests 
registers are established. A variety of other factors beside test marks are con- 
sidered. ' 
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When there is a vacancy in the T.V.A., the personnel depart- 
ment provides the records of several of the best qualified applicants 
listed on the/ register. It frequently assists the heads of depart- 
ments and supervisors in analysing the qualifications of candidates. 
The appointing officer may choose, at his own discretion, any of 
the names submitted to him, or ask for others. This system renders 
unnecessary a regular widespread examination with the trouble 
and expense of making up a numerical order of merit. The officer 
making the appointment has more latitude in considering ability 
and the very important personal equation of fitness than where 
only three names are submitted to him, as in the Civil Service; 
since selection is based on no predetermined order of merit estab- 
lished by written competition, the possibility is open, though it 
by no means follows that it is taken, of preferences on the basis of 
personal friendship or professional or academic relationship. As a 
matter of fact, complaints of the operation of this factor have been 
made in a number of cases.^ 

However, it should be remembered that principal officers are held 
strictly responsible for securing results in the programme under 
their direction. Moreover, no positions in higher grades are filled 
until the director of personnel, the general manager and the Board 
of Directors have approved the appointment. Thus, the pro- 
cedure followed obviates the choice of incompetents. Of course, 
in the selection of the T.V..^.’s principal officers, such as the heads 
of the various departments, very special care is exercised. It is not 
only recognised ability in the profession that is needed, but some 
guarantee that the employee will fit in with the purposes and policy 
of the T.V.A. 

Generally speaking, therefore, the T.V.A. approaches business 
rather than civil service practice in the appointment of its personnel. 

Classification and Salaries 

The T.V.A. established an elaborate and appropriate classifica- 
tion of its employees, closely following Federal practices, but 
utilising its autonomy to make suitable modifications. Classifica- 
tion in the T.V.A. , like all its personnel services, does not merely 
consist in putting names and men into a classification of jobs; 

‘ Professor Leonard White, of the University of Chicago, and sometime 
United States Civil Service Commissioner, in a report made to the Joint Inves- 
tigating Committee, says; "There is evidence that the recommendations of 
foremen and supervisors have as a matter of fact played considerable part in 
the actual selection for certification for appointment. . . While it does not 
appear that political influence has been effective in selecting persons for appoint- 
ment, selection probably has been influenced under the T.V.A. system by per- 
sonal acquaintance more than would have been the case under the rule of civil 
service certification." 
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in the process of classifying jobs and men into the great subdivisions 
of administrative work, the necessary changes are made in the jobs 
themselves and the numbers, procedures and personnel relation- 
ships required to do a designed task. 

Dovetailed into the classification plan is the salary plan. The 
scale of salaries for derical, administrative and professional posi- 
tions in the T.V.A. is generally that obtaining in the Federal Civil 
Service up to and including $6,500 a year. From that point, the 
T.V.A. has a larger proportion of higher-paid officers to total per- 
sonnel than have the Federal departments.^ Suggestions that 
salaries should correspond to those of the State of Tennessee cannot 
stand against the argument that a Federal public policy conducted 
through a Federal agency provided with Federal funds, and re- 
sponsible to Congress and the President, can be maintained only 
on the basis of Federal standards of salary. 

For each salary grade there are three rates, known as the en- 
trance, the standard, and the maximum rate. Appointments and 
promotions are made at entrance rates, and employees receive the 
standard rate for their grade after a minimum of one year of satis- 
factory service. After that, they proceed to the maximum, on the 
basis of a demonstration of superior qualifications and achievement. 

A Service Rating Plan calls for semi-annual reports. An un- 
satisfactory report means transfer, demotion or dismissal. After 
employees achieve the standard rate for their grade and receive 
"satisfactory” as their report, the rule is “as you are”. Where the 
rating is "unusually satisfactory”, one, two or three merit points 
are given. It is possible to advance to the maximum grade if six 
such points are gained in a period of not more than three years. 
A board of review of members of the personnel department con- 
siders all ratings of "unsatisfactory” and "unusually satisfactory”, 
made in the first place by the employee’s supervisor. About one 
in a hundred of the salaried employees is recommended for merit 
points at the semi-annual ratings. The number of those who 
achieve the requisite points for the maximum is, of course, very 
much smaller — in the opinion of some of the employees, unjustifi- 
ably small.® 

Promotion 

The Authority has no formal promotion procedures or examina- 
tions, but in practice promotions are granted because, under the 
method of appointment, all employees have a chance of appoint- 

> The T.V.A. goes up to $9,500 a year for its General Manager and one or 
two other officers; this is much higher than the Federal Civil Service. 

» For example, on 31 Dec. 1941, among 8,602 employees in all services, 75.9 
•par cent, were at entrance, 23.9 at standard, and only 0.2 at maximum rates. 
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merit to vacancies in higher grades. As a matter of fact, in the 
first few years, development in the T.V.A. was so rapid that some 
young men who entered it moved upwards at a very early age to 
new positions of great authority and considerable income. A study 
made by the T.V.A. itself in January 1941, covering the twelve 
months from November 1939 to November 1940, showed that there 
were 2,868 promotions in a total of 6,500 annual employees. This 
is entirely unparalleled in any civil service. 

As the Authority has no special promotions procedure, however, 
the existence of a vacancy is not drawn to the attention of all those 
who may legitimately be aspirants for promotion. The employee is not 
in a position to know whether his record is receiving consideration. 
This could be overcome by the public announcement of such a vacan- 
cy, and the acceptance of application from any qualified employee. 

Hourly Workers 

The foregoing remarks apply to the employment of the salaried 
or annual employees. But hitherto, in its years of construction and 
development, the T.V.A. has had a much larger number of hourly 
or wage-paid workers of a skilled, semi-skilled or unskilled kind. 
When the T.V.A. commenced operations in 1933, a time of heavy 
unemployment, scores of thousands made application for employ- 
ment. The Authority, true to its ideas regarding efficiency and 
humane relationships, attempted to proceed by individual interview. 
The method proved far too expensive, and it was impossible to attract 
needed types of skill except by specific advertisement. Therefore, 
the Authority turned to the practice of wholesale examination, 
based upon tests of ability to understand printed and oral instruc- 
tions and of mechanical aptitude, devised by the experts of the 
United States Civil Service Commission. Nearly 39,000 applicants 
were examined in four days in 138 cities and towns in the Valley 
under the supervision of local United States Civil Service Boards 
of Examiners or by local school officials. Trained interviewers, 
using the ratings at the examination and the experience record, 
selected the workmen for the first three projects from the register 
thus established. Under the test of experience carefully analysed, 
the examination results were found to be highly correlated with 
efficiency on the job and consequent promotion. 

Examinations were held in 1936, 1938 and 1939, as the Author- 
ity proceeded with each main stage in its construction plan. Only 
in the case of the additional projects authorised in the war emer- 
gency of 1940 was .the examination method dispensed with.^ It is 

* In this case employees already with the T.V.A. were assigned to 85 per cent, 
of the supervisory posts of the Cherokee Dam and about 75 per cent, of the 
skilled workmen posts. Skills were becoming rare in the face of widespread 

(.Footnote continued overleafi 
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clear, upon consideration of the various specialised occupational 
or trade tests for skilled labour, that the Authority has provided 
adequate technical tests. The oral interview given to all applicants 
for skilled labour appointments may perhaps, on the whole, be 
regarded as superfluous, since it is costly and has had little effect in 
modifying the result of the written examination. 

No part is allotted or allowed to trade unions in the recruitment 
process, with some slight exceptions to be noticed in the next 
chapter. The United States Employment Service similarly played 
no part in the early recruitment, nor has the T.V.A. since then 
relied upon it other than casually*, believing that its own direct 
method gives the desired results better than any alternative. 

The T.V.A. does not draw on the country generally for its work- 
ers, but defines an area around or contiguous to a construction 
project. The reason for this limitation is, first, that there is a 
greater supply of labour than is required in the area defined, and 
secondly, that if the examination area were unlimited, the cost 
would be immense, since applicants would expect to be examined 
in a place convenient to themselves. Furthermore, it is unwise 
to induce a worker and his family to migrate from one part of the 
United States to another for a temporary job. 

The Authority is not summary in its dismissals, but gives every 
employee a fair opportunity, through a procedure of appeal up to 
the Personnel Department, of justifying himself before separating 
him from its service. It has field personnel officers at the centres 
of operations to promote good relationship and deal with difficul- 
ties at the earliest stage. Its policy is to endeavour to continue the 
service of its workers, an economical proceeding which avoids the 
expense of fresh recruitment and retraining in the service. While 
this policy has not been carried to excess, taken together with the 
other factors of great care at the stage of recruitment, training 
workers for other tasks, and sensible practice in regard to transfer, 
it has kept the turnover of employees small. This is not due to any 
automatic acquiescence in the retention of incompetent workers, 
even though the supervisors are reluctant to set down in the semi- 
annual reports a mark of “unsatisfactory” which might mean 
dismissal. On the construction projects, where a rather heavy turn- 

demand, and it berame necessary to call for workmen in certain trades (elec- 
trician, lineman, boilermaker, steamfitter, machinist and iron-worker) wherever 
they could be obtained, so that wide publicity Was resorted to. 25,000 applica- 
tions received were rated in four classes on the basis of the candidate’s experience; 
wherever possible, references of prospective employees were checked (frequently 
verbally), and all individuals hirw were selected by skilled interviewers. 

* Only since the war brought with it emergency demands for labour, wide- 
spread transference problems and stringent Government regulations has the T.V.A. 
entered into co-operation with the local placement machineiy of U.S.E.S. 
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over might be expected, it was in fact only something like 8.8 per 
cent, in the fiscal year 1942, a figure refiecting an increase due to 
wartime conditions. The Authority has introduced an “exit inter- 
view”, a special procedure of interviewing those about to leave its 
service in order that there should be no misunderstanding of the 
reasons by either party. 

There are extremely strict rules regarding the employment of 
relations in the Authority. No employee may hold a position in- 
volving administrative or supervisory relationship with one to 
whom he is related by blood or marriage in the first, second, or third 
degree of consanguinity. Two members of the same household 
related by blood or marriage in the first, second, or third degree of 
consanguinity cannot be retained in employment if either receives 
a salary in excess of $2,000 per annum. 

All in all, the personnel of the T.V.A. has been, and is, of very 
high quality. Though their morale was from time to time subjected 
to severe strain as a result of the distribution of the Authority’s 
work between three directors, dissensions in the Board, and the 
litigious hostility of the public utility companies, in the main the 
employees remained proof against such shocks. During the depres- 
sion some had been especially attracted to the Authority’s service 
by the public purposes for which the Authority was established; 
and at the date when it began operations it had the pick of many 
professional men of great and growing repute. But the intense con- 
cern of the directors for the success of their enterprise, leading to 
meticulous, and sometimes even excessive, care in choosing their 
staff, whether personally or through their directors of personnel, 
was also an important factor in building up an efficient service. 
According to the Joint Congressional Committee: 

It appears that the Authority has been able to attract a group of higher 
administrative personnel whose previous average earning power under normal 
conditions was considerably higher than the salaries they now receive from the 
Authority.* 

There have been several Congressional attempts to bring the 
staff of the T.V.A. under the United States Civil Service Commis- 
sion®, ostensibly on the grounds suggested in our earlier discussion, 

* Report of the Joint Committee Investigating the Tennessee Valley Authority, 
op. cit. 

* The Joint Investigating Committee recommended entry into the United 
States Civil Service Retirement Plan, but the T.VA. has its own scheme, sup- 
ported by the joint contributions of employees and the T.V.A., which provides 
the following benefits: service retirement optional at 60 years of age, compulsory 
at 70; disability retirement for total disability after five years of service; lump 
sum death benefit of one half year’s salary; return of employee’s contributions 
with interest at termination of employment for whatever cause before retirement; 
and deferred annuity to employees terminated involuntarily after ten years of 
service, if not discharged for cause (Management Services Report No. 1, T.V.A., 
1942, p. 27). 
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not always with the success of the enterprise as the first considera- 
tion. A large number of the employees have looked with favour 
on the greater security of the Federal Service; the advance within 
each grade along seven steps, as compared with the two provided 
by the Authority (the second one being highly problematical); 
rather wider possibilities of transfer; and the benefits of a Civil 
Service retirement plan, which it has been extremely difficult for 
the Authority to provide owing to its comparative smallness and 
the anticipation of a severe reduction in its staff with the conclusion 
of construction development. Futhermore, the United States 
Federal Civil Service examinations are notified to the whole coun- 
try. The Joint Investigating Committee, after careful considera- 
tion of the chief aspects of the T.V.A.’s personnel administration, 
concluded that the Authority’s need for flexibility required that 
it should remain master of its personnel policy until the completion 
of the period of construction. Subsequehtly, there might be a 
reconsideration of the question of including under the regular Civil 
Service the junior and routine positions, but not, be it noted, the 
higher officers. The Committee observed: 

The Authority has no easy task. Its success must depend in the future, as in 
the past, on imagination and initiative as in private enterprise. Even more, 
because of its public character and responsibility, the Authority roust find means 
to accomplish satisfactory results under limitations of attitude and ethical beha- 
viourfarmorestrictthanthosecommonlyexpectedofaprivatecorporation. . . The 
Authority has been able to co-operate with other governmental agencies. Federal, 
State and local, sometimes by providing personnel or the means to be used in 
hiring personnel. . . It has served as a device for obtaining desirable results 
without arbitrary use of Federal power and with a maximum of democratic 
participation. The Civil Service Regulations would have to be carefully limited 
to avoid serious interference with this form of co-operation.^ 

When the Ramspeck Act of 1940 removed all legal obstacles 
to the application of Civil Service regulations to all Federally- 
owned corporations, the T.V.A. was expressly exempted. 

The T.V.A.’s methods and experience hitherto seem to be a fully 
satisfactory answer to the question whether public enterprise can 
attract to, and retain in its service, men and women who will 
continuously work with devotion and initiative. If men are given 
work, scientific or organising, in office, laboratory or field, with a 
demonstrably high social value; if the work has meaning for them, 
and if there is security for the continuance of the service and the 
livelihood it provides, then they may be expected to serve with 
high, sustained, and ever-developing efficiency, free from undue 
envy and acquisitiveness. 


* Report of the Joint Committee, op. cit. 
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FEDERAL CONTROLS AND STATE RELATIONSHIPS 

The T.V.A. was endowed with considerable autonomy of manage- 
ment; but since it is a public body with governmental purposes 
and powers and funds provided by the Government, it was not 
intended that it should be altogether immune from external con- 
trols. The chief aim was to exclude partisan intervention and in- 
essential and obstructive administrative checks and routines. Yet 
the T.V.A. must come under certain ultimate public controls, and, 
it must also solve the problem of interrelationships with the States 
in which it operates, since they possess certain independent powers. 
The subject of external controls, then, falls into three well-defined 
divisions: (1) Presidential and congressional controls; (2) Federal 
administrative departmental controls; and (3) State relationships 
with the T.V.A. 

Presidentiai, and Congressional Controls 

From the standpoint of control, the T.V.A.’s most continuous 
connection with the Federal Government is probably that between 
it and the President of the United States. This connection derives, 
in part, from certain directions in the T.V.A. Statute, but on the 
whole more essentially from the President’s constitutional position 
as Chief Executive. In the latter capacity, the President is vested 
with the executive power under the Constitution ; he is commanded 
to “take care that the laws are faithfully executed" and he “has 
the right to acquire the information in writing of the principal 
officer in each of the executive departments upon any subject rela- 
ting to the duties of their respective offices”.^ The powers have not 
been regarded as a mere formality, but in fact the expansion of 
governmental activities and the development of a vast adminis- 
tration in Washington and in the field have resulted in the Presi- 
dent’s assumption of the responsibilities of a legislative, political 


1 United States Constitution, Section 1, Article 2; Section 3, Article 2; Section 
2, Article 2, clause 1. 
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and administrative leader, executive co-ordinator, arbiter, and 
disciplinary authority. 

The Statute gives the President two rights of supreme import- 
iance to the T.V.A.: to appoint the three directors by and with the 
jconsent of the Senate, and to designate which among them shall 
tbe chairman. In addition to this, the judicial Interpretation of his 
general constitutional power gives him the right to remove direct- 
ors.* The exercise of the joint powers of appointment, designation 
of chairman and removal has decisively determined the quality of 
the T.V.A.’s administration. The right of removal and the right 
to reappoint or not to reappoint at the expiration of directors’ terms 
have, as experience has shown, caused the T.V.A. administration 
to follow the presidential lead, and to seek his guidance in most 
matters of supreme policy, for the directors could not avoid look- 
ing to him for assistance and direction. Pursuant to his powers, 
the President continually intervened with encouragement, counsel, 
assistance, and sometimes command, on major issues, the principal 
of which were: (1) the speed and magnitude of the construction pro- 
gramme; (2) the power policy, especially in relation to the speed and 
extent of replacement of the private utilities by public enterprise; 
(3) the annual financial appropriations to the T.V.A.; (4) the 
relationship between the T.V.A.’s power programme and econo- 
mic investment in public utilities in general; (5) the relationship 
behveen the T.V.A. and other power enterprises of the United Sta- 
tes Government, and the main lines of T.V.A. administration and 
its standing and prestige before the public. In addition to this, he 
encouraged the use of the Authority’s general social and economic 
planning powers, helped to defend it against political interven- 
tion in its appointment of employees, and gave encouragement 
by occasional ceremonial visits, and legislative support when the 
T.V.A. required amendment of its powers. 

The removal of the first chairman from office by the President 
settled a question of crucial importance in the supreme control of a 
quasi-dependent Government corporation.* 

Legally, the corporation was clearly put under control of the 
President, and it was even regarded as in no wise differing, except 
in degree, from any other administrative office or agency. To this 
extent, then, its flexibility, which means its power of uninterrupted 

‘ It must also be noted that Section 6 of the Statute gives the President power 
to remove any member of the Board he finds to be guilty of a violation of the rule 
. forbidding political tests or qualifications in the appointment of officials and the 
selection of employees. 

As to the general power to remove, the ruling judicial decision is in Morean 
vs. T.V.A., 115 Fed. (2d) 990 fl. (Dec. 1940). 

* Cf. Report of the Joint Committee Investigating the Tennessee Valley Authority, 
op. cit.; also 75th Congress, 3rd Session, House Document No. 155, p. 89. 


FEDERAL CONTROLS AND STATE RELATIONSHIPS 


147 


business initiative, is limited. It is administratively essential to 
"require Federal co-ordination of all Federal agencies. It is essential 
for the whole nation that there shall be general Federal direction 
of such important economic activities as those of the Authority, 
since they must fit into the general economic movement; but 
T.V.A. experience certainly raises the problem whether immediate 
supervisory authority, closely exercised by an overburdened Chief 
Executive, is the best possible arrangement. 

In addition to his general right of supervision, the President 
^has a number of specific powers given to him by the Statute. Only 
permanent provisions are considered here. 

j The President has power to direct that the assistance, advice 
and service of any officer, agent or employee of any executive 
department or independent office of the United States shall be 
rendered to the corporation for the better execution of its duties. 
Under this provision, the President has furnished the help of the 
Corps of Engineers, the United States Geological Survey, the 
Biological Survey and the Federal Power Commission, and other 
agencies. The President may provide for the transfer to the Author- 
ity of real or personal property of the United States, as he may 
think necessary, from time to time, for the purposes of the corpora- 
tion. There is no record of such action. The Board is obliged to file 
with the President (and with Congress) each December, a financial 
statement and report on the business of the corporation covering 
the preceding governmental fiscal year. This has been done regu- 
larly. When the Comptroller General has audited the transactions 
of the corporation, one of the four copies goes to the President. 
Section 14, which requires that the Board shall allocate and charge 
to the various programmes the value of its dams, requires the re- 
ports to be submitted to the President, whose authorisation is 
necessary before they become final and can be utilised as the book 
value of the properties. The first of such reports was submitted 
in June 1938, the second in November 1940. Section 17 gives the 
power to investigate whether in the control and management of 
the dams or properties undue or unfair advantage has been given 
to private persons, partnerships or corporations by any officials or 
employees of the Government, or whether in such matters the 
Government has been injured or unjustly deprived of its rights. 
As already observed, the President is empowered, by Section 22, 
to make surveys of and general plans for the Tennessee Basin, and 
this power was by Executive Order transferred to the T.V.A. He 
has further the power, under Section 23, of recommending to Con- 
gress measures for the better implementing of the purposes of the 
T.V.A. 
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Congressional Authority and Control 

The power of Congress over the T.V.A. is far greater than that 
of the President, for Congress established the T.V.A. and has the 
power to abolish it. Its power is exerted through five principal 
means. First, Congress has the power to expand, contract, amend, 
vary and quash the functions and procedures of the Authority by 
the process of legislation. Secondly, it has the power to grant or 
deny financial provision, and to apply the procedure, the account- 
ing, and the examination of estimates this entails. Thirdly, there 
is the power to call for the reports which the Statute requires to be 
submitted to Congress by the T.V.A. Fourthly, there is the power 
of criticising the administration of the T.V.A. in the course of 
debate in Congress; and finally, there is the power of investigation. 

The question of Congress’s part in the financial provision of the 
T.V.A. is dealt with later*; broadly speaking. Congress has made 
the T.V.A. almost entirely dependent upon annual appropriations, 
but has hitherto so respected the argument and claim for adminis- 
trative latitude that it furnishes lump sums without itemised appro- 
priation, on a kind of gentlemen’s agreement that the Authority 
does not abuse the elasticity thus accorded to it on sufferance. 

From the beginning. Congress has watched the T.V.A. with 
continuous and acute concern. On five occasions the Statute has 
been amended. On each of these occasions there was not merely a 
debate on the specific propositions; there was also much discussion 
and controversy regarding the powers and status of the Authority. 
Particularly was this so during the amendments made in 1935, 
when there was a remarkable political onslaught on the Author- 
ity. The amendments introduced in May were not passed until 
late in August, and the Authority was refused the power to 
issue bonds to the amount it wished, and allowed only half the 
amount under restrictive conditions. There was an attempt to 
subject it fully to the audit power of the Comptroller General. 

Moreover, the House insisted that the T.V.A. submit to Con- 
gress, not later than 1 April 1936, recommendations for the unified 
development of the Tennessee River system. Again, Congress has 
had before it, but has never taken a decision on, the inclusion of 
the Cumberland Valley within the competence of the T.V.A. 

Other interventions of Congress have come in its further regula- 
tion of the T.V.A.’s obligation to pay sums in lieu of taxes to the 
States in which it has generating property and in which it operates. 
In 1941, the relationship bet\veen the T.V.A. and the Comptroller 
General regarding the audit of the Authority’s accounts was finally 


» Cf. Chapter XI, 
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settled by an amendment to the Statute, after very extensive 
enquiries and animadversions in Congress time and time again 
from 1933. Once again, in 1942, an attempt was made in the Senate 
to subject the appropriations of the T.V.A. to the same kind of 
itemised authorisation as prevails in the ordinary departments. 

Utilising its power under the Statute to call for reports. Congress 
took the opportunity at the time of the amendment of the Statute 
in 1935 to command that on or before 1 January 1937 an allocation 
report should be filed with Congress, and that thereafter the T.V.A. 
should file in its annual reports a statement of the allocation of the 
value of the newly-completed properties. For reasons already 
indicated, in spite of frequent congressional questions the T.V.A. 
could not meet this date, and was compelled to ask Congress for 
an extension of time; the report was actually submitted in June 
1938. When Congress gave the T.V.A. new bond-issuing powers 
in 1940, it required annual reports on the service of these bonds. 

Another opportunity for congressional surveillance of the T.V.A. 
comes when Congress is debating some aspect of United States 
Government which converges upon or cuts across the interests of 
the T.V.A. Thus, in 1935, when Congress was discussing the 
Public Utilities Holding Bill, one of the directors of the T.V.A. 
was called to give evidence, and the committee took the oppor- 
tunity to launch forth on a protracted interrogation about the 
Authority. Witnesses from the T.V.A. have been called before 
most of the committees of Congress dealing with various aspects of 
"Conservation Authorities” included in proposals before Congress. 
Another example of this method of intervention and comment is 
the debate on a proposal to make all posts in any independent 
establishment of the United States Government, paying a compen- 
sation of $5,000 or more to its experts or attorneys, subject to 
appointment by the President and the Senate only. Similarly, in 
April 1940, when Congress was debating a proposal to extend the 
civil service system of the United States Government, T.V.A. 
principles and practices were debated. All in all, such interroga- 
tions have kept the Authority alert, because directly or indirectly 
it has felt a responsibility for answering such comment, in the one 
sure way of making its administration efficient enough to exhibit 
at any moment. 

The United States Congress has assumed that the power to 
legislate implies the power to institute committees of enquiry, with 
power to send for persons and papers under penalty and to require 
testimony under penalty. Such a power of investigation of course 
applies also to the T.V.A. When, therefore, disagreements among 
the directors in 1937, leading to dismissal of the chairman by the 
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President, became very acute and public, both friends and foes 
of the T.V.A. urged a congressional investigation. 

Congress finally agreed on a series of no less than 19 questions 
going into most of the chief aspects of the policy and administration 
of the Board, but also including questions regarding the attacks 
on the T.V.A. by litigation and the competitive business tactics 
of the private utilities. Extreme partisans on both sides were 
not included in the committee. It was voted $50,000 to do its work, 
a sum insufficient in itself, but the Committee benefited from the 
services of various Government departments for special investiga- 
tions, for instance, the Federal Power Commission to analyse the 
T.V.A.’s accountancy methods. To examine the engineering and 
power operations of the Authority’s work, the then General Manager 
of the Los Angeles Power Department was appointed. The General 
Accounting Office lent its services for the examination of the 
Authority’s accounts. 

The enquiry lasted from 25 May to 21 December 1938, and was 
conducted in Washington, Knoxville and Chattanooga. The Com- 
mittee made an extensive tour of the Valley projects, took 6,200 
pages of evidence, and had submitted to it 588 exhibits. It reported 
in April 1939, the report falling into majority and minority findings. 
Six members of the Committee presented a majority report; a 
minority of three members wrote a minority report, while one of 
the latter also filed a separate report.^ 

The principal findings of the reports have been noted in earlier 
and later chapters. With very minor exceptions, the majority found 
that the T.V.A. was economically, efficiently, honestly and con- 
stitutionally administered, and praised the social benefits of its 
activities.® 

The investigation marked a turning point in the career of the 
Authority: it was a dividing line between the years of trial and the 
years of assurance. It had a healthy effect on the whole organisa- 
tion. While it necessarily threw an enormous burden on the direct- 
ors and officials of the T.V.A. in the marshalling of information 
and opinion about their own activities and procedures, clarification 
of the T.V.A.’s aims and methods resulted from the process of self- 
justification and cross-examination. 


The officials felt the disciplinary energy of Congress, and the 
effect was substantial, pervasive and lasting. 

What has been said about the effect of this investigation holds 
good also of the other means by which Congress exercises control 


» Cf. 76th Congress, 1st Session, House Document No. 56, Parts 1 and 2, 
Report of the Joint Committee Investigating the Tennessee Valley Authority: Part 3, 
Engineering Report; Hearings, 1939, in 14 Parts. 

* Idem, Part 1, pp. 6-10. 


FEDERAL CONTROLS AND STATE RELATIONSHIPS 151 

over the T.V.A. It cannot, however, be expected that such control 
will be altogether objective and technical; in its nature it is bound 
to be political, because it is necessarily exercised or controlled by 
party government. But on the whole, the T.V.A. has been given 
fair latitude for the fulfilment of its chief tasks. 


Federal Administrative Departmental Controls 


Audit by the United States Comptroller General 


i 


\ 


Audit is one of the most usual and essential means of Govern- 
ment control over the actions of departments, agencies or offices. 

It normally bears on the legality of the transactions and, either 
directly or indirectly, the economy and efficiency of the actions 
taken. Questions of law affect efficiency through the sanctioning or 
forbidding of certain actions; hence the importance of clarity on 
the legal position. 

The T.V.A.’s financial transactions require independent external 
audit. The main problems are what kind of audit will best further 
its purposes and business flexibility, and what agency shall conduct 
the audit. The T.V.A. Statute provided that the United States 
Comptroller General, an officer of the Federal Government, should 
audit the accounts of the T.V.A. not less frequently than each fiscal 
year, and through his own personnel.* Copies of the audit were to 
go to the President, the Chairman of the T.V.A., and Congress, 
while another copy was to be available for public inspection at the 
T.V.A.’s principal office.' 

The T.V.A. claimed that it was exempt from the Comptroller 
General’s audit (as other United States Public Corporations were " 
exempt by statute or by judicial decision) because Congress had 
intended to endow the Authority with the flexibility of- private 
enterprise. The T.V.A. was prepared to (and actually did) institute 
an annual audit of its own by a reputable firm of private account- 
ants. But to submit to the Comptroller General meant that he 
would apply to the Authority certain rules applicable to ordinary 
United States Government departments which would stultify the 
Authority’s progress. By virtue of these rules the Comptroller 
General could -disallow payments made by the T.V.A. not only on 
grounds such as fraud or mishandling of funds, but on his officers’ 
own independent different interpretations of the Authority’s statu- 
tory powers, and thus make T.V.A. officials personally accountable 
for restitution. He could apply the general rules of the United 
States Government requiring purchases by competitive bidding. 


^ Section 9 (6). 
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even though these were inappropriate to the T.V.A.’s work and 
operations. He could require his prior authority for the settlement 
of claims against the T-V.A. on contracts, transfers of land, and 
all other transactions, thus depriving the Authority of freedom 
to take action. He could require that its printing work should be 
done in the Government Printing Office. His officers, although not 
trained in business methods, could interpret the T.V.A.’s business 
powers as conferred by statute, and all books, vouchers and docu- 
mentary proofs would need to be made available to him, in Washing- 
ton if he wished, regardless of the inconvenience and obstruction 
to the T.V.A.’s business. Furthermore, such audit could occur 
simultaneously with the transactions, and so, by challenging them, 
delay their completion. 

The T.V.A. resisted, but was overborne by the strategic position 
of the Comptroller General, who could and did enforce his view 
by refusing to certify transfers of money from the United States 
Treasury to the T.V.A. Fund, a course which he was able to take 
owing to the ambiguity of the law as set down in the T.V.A. Statute. 

In 1935 the T.V.A.’s claims to flexibility in its purchasing meth- 
ods were recognised in an amendment to the Statute.* It received 
exemption from the normal rule of advertisement and acceptance 
of the lowest tender and was allowed to act “in a manner common 
among business men” in the case of emergencies, repair parts and 
equipment required for supplies or services previously furnished 
or contracted for, and items under $500; and it was also permitted 
to take into account the quality of the goods and services and the 
bidder’s standing as regards finance, responsibility, skill and reli- 
ability. 

The T.V.A. was also given the right to see any report made 
by the Comptroller General with a reasonable opportunity to 
examine his criticisms and compile a statement thereon to the 
President and Congress. 

Another amendment of the law in June 1941 made the T.V.A. 
specifically liable to audit by the Comptroller General, but at the 
same time allowed it considerable latitude. The Authority was 
authorised to spend and make contracts and agreements upon such 
terms and conditions as it thought necessary, including the final 
settlement of all claims and litigation so long as the Board con- 
sidered these to be necessary for the carrying out of its statutory 
powers. Where the Comptroller General took exception the excep- 
tion might be conclusively wiped out by the T.V.A. certifying that 
the expenditure was necessary to carry out the provisions of the 
Statute. 

* Section 9 (6). 
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Thus there is supervision over the T.V.A., with latitude. The 
former has its uses; it produces a general carefulness in the manage- 
ment of public funds, and in some specific cases, such as travel 
expenses, purchasing procedures, the keeping of accounts and 
records, the Comptroller’s comments have been valuable to the 
T.V.A. and new forms, regulations and procedures have been 
adopted on the basis of his suggestions. 

The Federal Power Commission 

One of the purposes of making the T.V.A. a corporation was to 
secure independent accounts and accurate analyses of business 
operations. The Statute obliges the T.V.A. to keep complete and 
accurate books of accounts.^ Further, in order to enable data to 
be accumulated on which to base policy regarding the production 
and sale of electricity and chemicals, the T.V.A. is obliged to keep 
accounts showing the major components of its costs®, to be kept 
"according to such uniform system of accounting for public utili- 
ties" as the Federal Power Commission may prescribe. 

The Federal Power Commission is authorised to prescribe 
accounting systems for public utilities who are directed to comply 
therewith ; the T.V.A. and similar agencies are included.® The Com- 
mission’s accounts were established in June 1936 in consultation 
with many expert bodies, including the accountants of the T.V.A. 
iSlight modifications were allowed for the T.V.A. to meet peculiari- 
ties inherent in its position. For example, the T.V.A. has no "capital 
stock”, an item which appears in this Uniform System of Accounts; 
nor any "investments in Associated Companies”. The rules of the 
Federal Power Commission requires annual reports; and the T.V.A. 
accordingly has an elaborate system of plant records to satisfy this 
requirement. In its contracts the Authority requires its own muni- 
cipal and co-operative customers to follow the Federal Power Com- 
mission system of accounts for agencies distributing electricity and 
to furnish an annual report. 

The Federal Power Commission examined the T.V.A.’s power 
accounting system for the Joint Investigating Committee in 1938.^ 
Its report notices some derogations from the Commission’s own 
rules. The Commission thought that "the books lack the complete- 
ness, the definiteness and the finality which are to be expected from 
well-kept books of accounts”, though it admitted that this was due 
in some measure to the fact that construction was the predominant 

* Section 8 (6). 

® Section 14. 

* Public Utilities Act, 1935. 

* Cf. p., ISO. 
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activity. It urged that the time had come for improvement. Even 
at that time the T.V.A. was making changes to satisfy the Com- 
mission’s criticism, and more has since been done. Thus the cor- 
rective power of the Commission fulfills a valuable function. The 
T.V.A. does not attempt to produce profit and loss accounts to 
match those of private firms, but makes public analyses of its opera- 
tions in such a way that the public, which is interested in com- 
parisons, has available all the figures and explanations necessary 
to construct the appropriate standards. This has certainly been 
achieved in the T.V.A.’s published annual reports and in the annual 
analyses of financial conditions of its public power customers. 

The United States Government now has a number of hydro- 
electric plants besides the T.V.A.^ The important question has been 
raised whether their rates for power sales should be regulated by 
the Federal Power Commission so as to introduce some uniformity 
of public principle. Whatever might be the value of such a regula- 
tion, the Federal Power Commission has no authority over the 
rates set by the T.V.A. , which is fully independent in this matter. 
In this respect the Authority differs from Bonneville (which in- 
cludes Grand Coulee), which requires the approval of the Com- 
mission for its electricity rates. 

State Relationships with the T.V.A. 

There are two special problems in the relationship between the 
T.V.A. and the States which require discussion: State or local taxa- 
tion of the T.V.A.'s properties, operations and employees; and the 
T.V.A.’s freedom from the jurisdiction of State utility-regulating 
commissions. 


Power of the State to Tax 

It is clear that if the seven States had an unfettered right to 
tax the T.V.A., its operations and its employees, it could be made 
the victim of extortionate and obstructive charges, and even deliber- \ 
ately crushed. On the other hand, the T.V.A.’s freedom from taxa- 
tion would deprive the States and the counties of taxable pro- 
perties and activities. The problem was and still is to discover a 
just road between the extremes. 

A famous judgment in a controlling case says that “the power 
to tax is the power to destr oy’’.^ To avoid such implied destruction, 

* These include Boulder Dam, Bonneville and Grand Coulee. Cf. E. A. 
Abrams, op. also 77th Congress, 2nd Session, United States Senate, Sub- 
committee of Committee of Commerce, Joint Hearings, 1942, on "Columbia 
Power Administration”. 

* Chief Justice MARStiAi,!., in McCulloch vs. Maryland, Supreme Court 
of the United States, 1819. 
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the agencies and instrumentalities of the Federal Government have 
had since the beginning of the American Federal Constitution 
immunity from measures by the States, among which is taxation, 
which might obstruct or frustrate the exercise of their powers. Thev 
T.V.A. benefits from such immunity, unless Congress should other- 
wise determine. 

When the T.V.A. was in process of formation, the other side 
of the question was raised. It was argued that the States ought 
to be compensated for the loss of the waterpower in their rivers 
and for the flooding of valuable tax-bearing agricultural lands. 
Some alleviation was sought from the additional burden of taxes 
which industry would have to bear, or be compelled to migrate 
to other States. 

Consequently, Section 13 of the Statute provided that 5 per 
cent, of the gross proceeds received by the T.V.A. for the sale of 
power from hydro-power plants in Alabama should be paid to the 
State of Alabama, and 5 per cent, of the proceeds from power 
, generated at Norris and any other dams located in the State of 
Tennessee should similarly be paid to that State. Further, from 
the gross proceeds of any additional power generated at other 
dams per cent, should be paid to the State of Alabama and 
2H per cent, to the State of Tennessee. Such percentages might 
be revised and changed by the Board upon approval by the Presi- 
I dent, but not more often than once in five years, and not without 
I giving the States an opportunity to be heard.^ 

The sums involved were not very large. However, the problem 
was rather the very serious dislocation caused in the finances of 
' government of certain of the counties, especially when the T.V.A. 
acquired the Tennessee Electric Power Company’s properties. The 
States and the localities had heretofore levied taxes on the electric 
utilities and reservoir lands which had now come into the possession 
of the T.V.A. and the municipalities. The total amount of tax was 
estimated at nearly three and a quarter million dollars, some 92 
per cent, of which went to Tennessee, and the rest to Mississippi, 
Georgia, Alabama, Kentucky, and North Carolina. The losses 
of the latter States were not great, but were expected to increase 
as the Authority extended its operations. There was considerable 
agitation on the subject in the Valley States; politicians and asso- 
ciations — ^for example, the Tennessee Taxpayers’ Association — 
urged more generous donations by the T.V.A., blaming the public 
management of power, and especially the T.V.A., for their loss. 

As a matter of fact, only about half this amount was actually 

‘ The order of payments deriving from this provision, for the two States 
together, was $41,753 in 1933, rising to $527,593 in 1940. 
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a loss; the rest was diverted to other Government agencies (for 
example, to the municipality which had become the power dis- 
tributor) and could be corrected by the State legislature.^ 

The problem was not simple. First, the T.V.A. believed that 
in view of the substantial annual saving (some $9,000,000) to the 
consumers resulting from its low price for electricity, the States 
ought not to be grasping. Secondly, there was the serious issue 
whether power profits made by the T.V.A. should be used to reduce 
Federal contributions to the Authority’s operations or granted to 
the States and counties in the Valley. In its wholesale power rates, 
the T.V.A. allowed for a 12J4 per cent, tax equivalent, but the 
practical tax issue was how much cash should actually be paid over 
to State and local governments and how much virtually returned 
to the Federal treasury. Thirdly, there was the parlous financial 
situation of certain counties which had relied to an extraordinary 
degree on the single source of taxation — ad valorem property tax — 
for their budget.* If the T.V.A. made grants to the States, this 
would not necessarily mean assistance to the stricken counties; 
the States might not pass on the grants.® Fourthly, the original 
arrangement applied payment by the T.V.A. to two States alone, 
but the other States mentioned were also losing taxes. Moreover, 
the original section of the Statute based the payments upon the 
place of generation of the electric power, and so gave undue ad- 
vantages to Alabama, where most of the power was generated, 
while allotting far less than was lost to Tennessee and other States 
where the Authority conducted operations through generation and 
transmission facilities from which revenues had formerly been 
obtained by the States and local authorities. 

The T.V.A. was extremely sensitive to the hardship involved. 
Had it been able to exercise an influence, it would have attempted 
to secure some of the overdue economical reorganisation of county 
government as one ingredient of a final settlement. But, as has been 
seen, it does not exercise pressure, however enlightened and bene- 
volent. 

As a result of conferences with representatives of the States, 
tax experts, and the men of the counties, the Authority made pro- 
posals, embodied in a statutory amendment^, to deal with the 

‘ For the figures, cf. A. T. Edelmann; "Public Ownership and Tax Replace- 
ment by the T.V.A.", in American Political Science Review, Vol. XXXV, Auc. 
1941, pp. 727-737. 

; Nine counties in Tennessee thereby lost between 10.6 and 28.3 per cent, of 
their revenues, so drastic a loss as either to ruin their services or to require an 
impossible increase in taxation or financial assistance from outside. 

’In 1942 Kentucky passed a law requiring power undertakings to replace 
county and other taxes. 

’ Section 13, 26 June 1940. 
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situation. The Authority was to pay to the States and the counties 
each year certain percentages of the gross proceeds derived from 
the sale of power, a minimum being guaranteed. The percentage 
was to be 10 per cent, for the fiscal year 1941, to be reduced by 
one half per cent, for each of the following years, down to 5 per 
cent, in 1949, and to remain at that rate' annually thereafter. 
These payments, the Statute said (following certain precedents) 
were in lieu of taxation, and as a further safeguard to Government 
immunity it specified that: "The corporation, its property, fran- 
chises and income are hereby expressly exempted from taxation 
in any manner or form by any State, county, municipality or any 
subdivision or district thereof”.® One half of the payment would 
be distributed among the States according to each one’s proportion 
of the gross proceeds of the power sales to the total of all the pro- 
ceeds of all power sales by the Authority; and the second half 
according to the percentage of power property held by the cor- 
poration in that State compared with the total value of such pro- 
perty held by the Authority. The Statute also stipulated a mini- 
mum payment to each State and to the counties.® 

The T.V.A. is required to report to Congress by 1 January 1945 
on the operation of the provisions of this amendment, the benefits 
received by the States and counties, the effect of their taxable 
values, and such other information as may be pertinent for future 
legislation. This is wise, for the policy is as yet only in the making, 
and the problems are new. Should the States expect to recover 
all they might have had from private firms? How much should 
be paid, and for how many years? How far should the benefits 
conferred by cheap electricity and the navigation, flood control 
and agricultural programmes be taken into account, for some 
such account must surely be taken ? In the fiscal year 1941, the 

* The reason for the decline of the percentage year by year is to meet the rise 
in the estimated proceeds from power as the Authority’s operations are extended. 

* Senators were extremely watchful of State encroachments on Federal rights. 
Cf. 76th Congress, Senate Committee on Agriculture and Forestry, Hearings 
on S. 2925, 1940, p. 33. 

’ Not less than the amount on a two-year average of the State and local ad 
valorem property taxes formerly levied on the power property purchased and 
operated by the Authority, and on the portion of reservoir lands related to the 
dams held or operated by the T.V.A. and allocated or allocable to power; and 
further, a guaranteed minimum annual payment of not less than $10,000 to each 
State where the Authority owns and operates power property. The share of the 
counties was to be paid directly, by deducting from the total due to each State 
the average of county ad valorem property taxes. The justification for this mini- 
mum payment is that in the early steges of a construction project the State or 
local health departments, highway and education authorities must take certain 
action involving expenditure, and therefore a $10,000 payment gives assurance 
of substantial compensation when needs are likely to be most urgent and the 
loss of tax basis keenly felt. Actually, the 'minimum payment proviso has not 
been invoked, as construction of the power system has been so rapid as to bring 
the States substantially more than the minimum. 
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T.V.A. paid $1,499,417; in 1942, $1,859,416. A further $1,850,000 
of tax and tax equivalents were provided by municipalities and 
co-operatives distributing T.V.A. power. In so far as T.V.A. 
activity improves the general economic development of the region, 
the general fiscal strength of the States and local bodies is im- 
proved. And when the sums replacing State and local property 
taxes are added, the compensation seems generous indeed. 

So far, the counties have resisted any reforms, by consolidation 
or otherwise, which would rationalise their organisational func- 
tions in the light of modern services and administrative science, 
though they are poor and though the State of Tennessee has author- 
ised and facilitated consolidation. 

Taxation of T.V.A. Employees by the States 

Until 1939 the incomes of employees of the Federal Govern- 
ment were not taxable by States in which they resided and worked, 
and this immunity applied to T.V.A. employees. Immunity followed 
the judgment which declared unconstitutional discriminatory 
taxation against instruments of the Federal Government. The 
gravamen of that judgment, however, lay in the issue whether the 
taxation was or was not destructive of the objectives of the Federal 
Government. With the passage of time it was realised that the 
issue of reciprocal immunity of State and Federal officials from 
income tax was a matter of expediency and degree rather than 
an absolute principle.^ 

The heavy Governmental burdens of the ’thirties raised anew 
the question whether the State and Federal Governments should 
continue to deprive themselves of a considerable revenue basis, 
and in April 1938 the President recommended to Congress the 
termination of tax exemptions. Ih 1939 the Supreme Court allowed 
the taxation of a Federal Government employee by the State of 
New York.® 

Hence, the States in the Tennessee Valley which have an in- 
come tax on earnings, such as Kentucky, now tax T.V.A. employees 
who are resident in the State on the same basis as all other residents. 
The income tax on the employees has not proved a burden on the 
operation of the T.V.A. 

The United States Supreme Court is, of course, available to 
protect the T.V.A., like any other agency of the Federal Govern- 

* The establishment of the Federal Reserve Bank system, with many bran- 
ches, was followed by congressional authorisation for State taxation of these 
national banks at a rate not greater than that assessed upon moneyed capital 
in the hands of individuals coming into competition with them. (Iowa — Des 
Moines National Bank vs. Bennett, 284 U.S. 239, 1931.) 

* Graves vs. People of State of New York, 306 U.S. 466, 1939. 
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ment, should any tax threaten the due fulfilment of its purposes 
by "undue interference". Fdr, as Mr. Justice Holmes (qualifying 
the opinion of 1819) said in a Supreme Court judgment: “The 
power to tax is not the power to destroy while this court sits”.^ 

It should be noted that the issue has not been raised in the 
courts whether a Government corporation, as an entity, can be 
constitutionally made liable to taxation by the States or the other 
local government units in which it may operate. 

Immunity from Control by State Utility Commissions 

Just as the T.V.A. has successfully proceeded upon the assump- 
tion that it is properly free from the power of the States to tax, it 
has also preserved its immunity from interference by the States 
in pursuance of their right to regulate the public utilities which 
operate in their areas. There are public service commissions in all 
the Valley States except Mississippi. All except Virginia require 
a public utility to obtain a certificate of necessity and convenience 
as a condition of doing business. In order to preclude the possibility 
of legal challenge to the freedom of the T.V.A. by interested persons® 
on these grounds, statutes were passed by Alabama and Tennessee 
in 1935 exempting from all control by the Public Service Com- 
missions Federal agencies owned by the United States or joint 
stock companies in which the United States held more than 50 
per cent, of the voting shares or stocks. These were deemed "non- 
utilities”. The municipalities operating power undertakings were 
also exempted from control. Kentucky followed suit only in 1942.® 

This immunity has been essential to the development of the 
T.V.A. The Commissions exercise a jurisdiction over purchases, 
leases, extensions, rates and services, accounting practices, security 
and reserves, records, properties, and management, and can charge 
inspection and supervision fees. Their power could be used to 
cripple, even to kill. The utility commissioners are popularly 
elected, and are fully in the cockpit of State and local politics. 
Unfriendly commissioners could damage and retard T.V.A. develop- 
ment, if not frustrate it altogether. 

One other point needs mention. While the T.V.A. is not subject 
to regulation by the commissions, it itself regulates the municipal- 
ities and co-operatives by the terms of its contracts. This regulating 
authority (among other things) was challenged on the ground that 

* Panhandle Oil Company vs. Mississippi, 277 U.S., 1927. 

* Some annoying suits had been brought by coal and ice companies in 1934. 

_ ’ Jn Kentucky it was argued that to waive the power of the State Utility Com- 
missions over the T.V.A. would be “in complete abdication of local authority 
iJiat is unwise, unhealthy and unjjatriotic”. Cf. article by Prof. A. T. Edelmann, 
in Journal of Land and Public Utility Economics, Nov. 1942, pp. 481 et sefl 
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it was an invasion of the sovereignty of the States’, but the Author- 
ity’s power was sustained by the courts and established in various 
State laws. 

Thus, the Authority has acquired good standing by its immu- 
nity from regulation, and the power granted to it by the States to 
do business with the municipalities and co-operatives and to regu- 
late their practices through the making and enforcement of con- 
tracts. Since it has this free scope of power it also has the responsi- 
bility for sound municipal and co-operative administration of 
power undertakings. 


* Tennessee Electric Power Co. el al vs. T.V.A. el al. 


CHAPTER X 


THE EMPLOYEE RELATIONSHIP POLICY AND LABOUR 

When the T.V.A. decided to construct its dams and other plant 
by its own direct labour force, rather than have the system built 
for it by the United States Corps of Army Engineers, or under 
contract with private firms, it assumed responsibility for the solu- 
tion of the usual economic and social labour problems, and the 
special problems of a public authority. Organisation of labour 
among the occupations on the construction jobs was quite strong 
from the beginning, through membership of the national and inter- 
national unions; some 90 per cent, of the skilled workers on the 
construction projects were members of trade unions. In the United 
States, construction work has often been notorious for rough labour 
relationships, and the T.V.A. was determined to set a good ex- 
ample. This was necessary even for the sake of obtaining results. 

The T.V.A. has instituted organised relationships with its em- 
ployees, including among other things recognition of their voluntary 
associations, collective bargaining and grievance procedures, wage 
settlement, and co-operation of management and workers in certain 
managerial spheres. The T.V.A. was established at the inception 
of the New Deal, a time of liberal hopes and experiments in labour 
relations in the United States.^ From the beginning, the Authority 
built up its relationship policy and machinery, with the full, con- 
tinuous, active and genuine collaboration of labour representatives. 

The T.V.A. Employee Relationship Policy, established after 
joint discussion, became effective on 1 September 1935. It was a 
policy of the Board, and not a bipartite agreement between Board 
and workers; the latter came only in 1940. Its importance in the 
eyes of the directors was well stated by the chairman of the Board, 
Mr. Lilienthal: 

If we fail to establish fair and decent relations between the human beings 
working on that job the whole project in my judgment would be a failure, even 
if every other objective were reached. What permanent good will it do to our 

* Cf. International Labour Office: National Recovery Measures in the 
United States, Studies and Reports, Series B (Economic Conditions), No. 19 
(Geneva, 1933); and Social, and Economic Reconstruction in the United States, 
Studies 'and Reports, Series B, No. 20 (Geneva, 1934), Chapters VI and VIII. 
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country to save our soil, to control floods and to distribute cheap electricity, 
if those goals are reached through the exploitation" of labour? That wouldn’t 
be progress — it would be reaction. Unless T.V.A.’s labour policies are just, the 
whole programme is wrong.* 

Attention must be drawn to the principal features of this policy, 
and to some of the most important issues involved in it. In the 
first place, the Authority is an agency of the Government of the 
United States, and therefore is not as free as a private employer 
to develop the relationship between employees and management; 
it must conform to national policy, and the Federal Government, 
which supplies the funds gathered from the people of the United 
States in taxation, must be in final control. Within this limitation, 
the governing principles of a progressive programme of employee 
relations could be established: “The Authority will support as 
favourable labour standards and employment conditions as are 
consistent with the national welfare”. Rules on labour standards 
and conditions of employment were not to be adopted or changed 
without thirty days’ published notice of what was proposed, and 
until the duly authorised representatives of the employees had 
had reasonable opportunity to confer with the supervisory staff 
and the Personnel Division. 

The Right to Organise and Bargain 

The Policy requires management and supervisory staff and all 
employees to give honest, efficient, and economical service, and 
this applies to their organisations and associations. 

Members of the management and supervisory staff and the supervised em- 
ployees of the T.V.A. together comprise an organisation for public service. The 
wholehearted co-operation of all members ... is essential. 

The right of employees to organise and designate their own 
representatives, free from any restraint by the management, for 
the purpose of collective bargaining and employee-management co- 
operation, is established. Union membership is favoured; but 
neither membership nor non-membership as a condition of employ- 
ment or career as an employee is required, and discrimination 
among employees or their representatives on this account is for- 
bidden. 

The majority of the employees have the right to determine the 
agenc>' or person to represent them as a whole. In case of dispute 
about this, the Personnel Department of the Authority must 
attempt to adjust the dispute on its merits. If the parties agree, 
the representative may be determined by an election. If the Per- 

* Speech made at Detroit Labour Day Celebration, 2 Sept. 1935. 
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sonnel Department cannot adjust this type of dispute, either party 
may call in the National Labor Relations Board.’- It -was thought 
that the good -will of the T.V.A. towards organised labour might 
result in the establishment of the "closed shop”, but the T.V.A. 
has carefully safeguarded itself on this matter. The Authority, as 
representative of the public, felt that it could not permit any other 
agency to determine who should and who should not obtain employ- 
ment, and it could not maintain that membership in a union was 
by itself evidence of that "merit and efficiency” which the Statute 
prescribes as the exclusive title to a job and career with the Author- 
ity.® Yet, in considering questions of appointment and promotion, 
membership of an association which fosters the collective interests 
of a body of workers is taken into account as one of the many ele- 
ments making for efficiency; it is regarded as an index of co-opera- 
tiveness. 


Working Conditions 

Grievances regarding labour standards, pay, classification, 
hours, conditions, and so forth must be and are handled by the 
employee or his representative up through the various levels of the 
organisation to the chief supervisory officer, whence there is an 
appeal to the Personnel Division. 

A procedure is set for the determination of the hourly and 
annual rates of pay, to be discussed later. The eight-hour day is 
established®; overtime rate is fixed at one and a half times ordinary 
pay, excessive overtime being regarded as indicative of inefficient 
supervision and workmanship; and one day of rest in seven is 
provided. Periods of marked unemployment are met by the reduc- 
tion of hours to the minimum consistent with efficiency of produc- 
tion and a reasonable minimum income. The Authority does not 
t permit employment of persons under 16 at all, or the employment in 
I hazardous occupations of persons under 18. As sound public policy 
requires that the most efficient should be employed, the T.V.A. 

* In practice, the Board has refused to accept such disputes for adjudication 
unless the parties agree in advance to abide by the decision, since the National 
Labor Relations Act does not give the Boaijd jurisdiction over Government 
-agencies. 

* In the course of negotiations in 1940, the Tennessee Trades and Labor Coun- 
cil once again raised the question of the "closed shop". The proposal was rejected 
on the same grounds as before, though negatively, that is, on the grounds that 
non-membership of a labour union does not demonstrate lack of merit and effici- 
ency. Cf. Collective Bargaining in a Federal Agency, address by G. R. Clapp, 
Nov. 1941. 

’ By a revision of the E.R.P., effective on 1 June 1938, and for hourly em- 
ployees only up to 1 Jan. 1938, the scheduled work week for hourly employees 
was 40 hours or less; but it was possible to require employees to work an extra 
day at regular pay-rates. For annual employees the work week ranged from 39 
to 48 hours, but was in the main a S-day, 40-hour week. 
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policy is to bring in fresh blood as it sees fit, and to offer equal 
opportunities for raising the standards of those already in its service. 
“Employment is not a vested right.” Employees may be suspended 
from pay status by supervisors, subject to a written statement of 
the reason; no discharge, however, may be made without the prior 
fair hearing of the employee or his representative, at his request, 
and the approval of the Personnel Department. As already men- 
tioned, the Authority keeps personnel records as a recorded and 
challengeable basis for appraisals of merit and efficiency. It pro- 
mises (and provides) adequate provision for health and safety.^ 

Effectiveness of Collective Bargaining 

It can be said that the T.V.A. has amply fulfilled the conditions 
of its Employee Relationship Policy in every respect. This has been 
done consciously, and with considerable pride. The Authority is 
a “model”, but not a lax, employer. The stipulations and the general 
tenor of the document show that it has instituted “collective bar- 
gaining”. There is every reason, indeed, why public services should 
establish rules binding them in their pay and service relationships 
with their employees. But for various reasons such arrangements are 
rare in the United States, though not in other nations, where 
experience has shown the objections commonly raised to be ground- 
less, especially where the governmental unit corresponds to that 
of a very large firm, and, like the T.V.A., conducts business opera- 
tions, and not general services in relation to the whole of the 
public which were the main function of the basic and older depart- 
ments of government. Yet the T.V.A. has safeguarded itself in the 
Introductory Statement, for it bears a first duty to the public. It 
does not surrender its final authority, any more than the employees 
surrender their right to strike. But each party has agreed to a rela- 
tionship which will avoid the irrational insistence on “public author- 
ity” on the one side, and the strike on the other, and arrangements 
have been made to utilise every reasonable device for securing 
justice to the claims of both sides. 

The implementing of the Policy and the safeguarding of labour’s 
rights have on labour’s side been carried out by the unions. The 
trade and labour workers of the T.V.A. are highly organised in 
craft unions, and affiliated with the American Federation of Labor. 
In 1937, 13 of these labour organisations, representing some 85 
local unions of T.V.A. employees, set up the Tennessee Valley 
Trades and Labour Council. The Council, formally recognised by 
both the Authority and the affiliated unions, represents labour at 


* Cf. Chapter XI. 
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the annual wage conference (to be described presently) and on 
various joint committees, and plays a considerable part in formula- 
ting and facilitating employee relationships. The clerical, profes- 
sional, and other "white collar” workers have been slower to or- 
ganise. There is the Tennessee Valley Engineers Association, which 
is without national affiliation. The American Federation of Federal 
Employees, the National Federation of Federal Employees, and 
the United Federal Workers of America include some T.V.A. em- 
ployees. The Public Safety Service Employees Union, affiliated 
with the American Federation of Labor, was acknowledged late 
in 1940 as collective bargaining agent for T.V.A. guides and guards. 
Finally, the general office employees made the American Federation 
of Office Employees their union in March 1942. 

Although the Authority has evinced its clear intention to deal 
justly and amicably with its employees, some of the latter have 
occasionally gone on strike, and both sides have admitted dangerous 
friction from time to time. The T.V.A. has been troubled by the 
usual clash of management and labour interests and by personal 
grievances, but on the whole the record of ten years is smooth 
adjustment. The Tennessee Valley Trades and Labor Council, in its 
statement to the Joint Investigating Committee in 1938*, expressed 
great satisfaction with the working of the system of collective bar- 
gaining, in spite of real conflicts of interest and opinion. 

There have been four strikes in eight years. None of these was 
authorised by the Tennessee Valley Trades and Labor Council, 
and only one was approved by the international union concerned. 
The longest strike, which occurred in July 1939 and lasted from 
three days to a week at the various projects, was in protest- at a 
jurisdictional assignment and was called by a single craft organisa- 
tion. The dispute between the two crafts was settled within a week 
by the President of the Tennessee Valley Trades and Labor Council, 
who was delegated to act as his representative by the President of 
the A. F, of L. The second strike was caused by inter-racial anta- 
gonism at the Kentucky project in November 1940. The officials 
of the labour unions and officers of the Tennessee Valley Trades 
and Labor Council urged the local union members to adhere to 
the procedures for orderly settlement embodied in the agreement 
with the Authority signed in August of the same year, and the men 
went back to the job after 3)4 days, although the local situation 
had been extremely tense. The other two strikes were confined to 
one trade at a single project. One instance was a jurisdictional 
dispute, and the matter was settled within 48 hours. The second 
was due to a misunderstanding by a group of men of the cause of 


1 Hearings, 1939, Part 8, pp. 3362-3365. 
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dismissal of one of their members, and the stoppage lasted 40 
minutes. 

The Employee Relationship Policy did notin its firstyearswinthe 
wholehearted acceptance of all the engineers working for the Auth- 
ority, most of whom had come from jobs and environments where 
labour organisation and unions were regarded with aversion. Discip- 
line by the supervisor was regarded as an unquestionable sovereign 
right of management, and appeals against it as subversive. The 
Authority claims to have modified this attitude considerably by 
steady education, in which the field officers of the Personnel Depart- 
ment, acting early on the spot, have been effective. The Policy im- 
proved morale and co-operativeness, in spite of some lapses on both 
sides, and, as the T.V.A.’s Chief Engineer declared, paid in excel- 
lent unit costs of construction and operation. 

The final statement of the Employee Relationship Policy says 
that the Board of Directors looks forward to the establishment of 
joint conferences between employees and management to secure 
systematic co-operation, and recognises that responsible employee 
organisations are a step towards this development. It proposes that 
such co-operative conferences might devote themselves to furthering 
the objectives of the T.V.A. by considering such matters as the 
elimination of waste in construction and production, the conserva- 
tion of materials, supplies and energy, the improvement in quality 
of workmanship and service, the promotion of education and train- 
ing, the correction of conditions making for grievances and mis- 
understanding, the encouragement of courtesy in the relations of 
employees with the public, the prevention of hazards to life and 
property, the betterment of employment conditions, and the 
strengthening of the morale of the service. Not until the second 
world war weresuch conferences actually established, with the impor- 
tant exception of a conference which helped to establish the T.V.A. 
apprenticeship training system', and one in the fertiliser works where 
fairly frequent meetings for the discussion of conditions of work did 
much to improve morale and suggest improvements in operation.* 

Wage Policy 

With regard to the Authority’s wage policy and procedure, the 
Statute lays down a standard. It requires (Section 3) that all con- 

> Cl. Chapter XI. 

- The wartime joint councils seem, hitherto, to have been chiefly concerned 
with absenteeism. They have, however, been valuable in making clear the need 
for interruption of work due to overriding priorities for T.V.A. equipment trans- 
ferred elsewhere; in the rearrangement ol work time-tables; in oflering useful 
technical suggestions to increase job efliciency; and in raising productive morale. 
Cf. International Labour Office; British Joint PtoducHon Machinery^ Studies 
and Reports, Series A (Industrial Relations), No. 43 (Montreal, 1944). 
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tracts to which the corporation is a party shall contain a provision 
that “not less than the prevailing rate of wages for work of a similar 
nature prevailing in the vicinity” shall be paid to labourers or 
mechanics. Disputes regarding the prevailing rate are to be re- 
ferred to the Secretary of Labor, whose decision is final. Further, 
in determining the prevailing rate, due regard must be had to those 
rates which have been secured through collective agreement by 
representatives of employers and employees. Where the Authority 
itself does the work, the prevailing rate of wages must be paid in 
the same manner as though such work had been let by contract. 
For the determination of the prevailing rate of wages, the T.V.A. 
established a regular annual conference with the various labour 
unions, and included certain basic Regulations, some of which have 
been mentioned, in the Employee Relationship Policy. 

Wage conferences began to be held in 1935, and have since 
taken place annually. Under the current procedure (1943), the 
T.V.A. management and the Tennessee Valley Trades and Labor 
Council, representing the Authority’s employees in the trades and 
labour classifications, have agreed that the statutory term “vici- 
nity”, describing the area from which wage data will be secured 
for consideration at the annual wage conference, should be defined 
as including the entire watershed area*, together with certain 
adjacent urban centres.* Wage facts are collected also from major 
war construction projects in this area, public utility power compa- 
nies extending into the area, and 21 major companies in the 
chemical, fertiliser, and related industries operating within the 
area. 

Construction wage data are collected by representatives of the 
Personnel Department by personal visits to the cities and major 
war projects. Normally, T.V.A. representatives first meet the 
local union officers to secure information on wage rates, number 
of men employed, working conditions, in all occupations at the 
major contractors and projects in the area, and then meet union- 
ised contractors in each craft from whom they secure like informa- 
tion. The survey of maintenance and operating rates is made 
through personal contact with all electric power generating com- 
panies in. the area which have union agreements, and with the major 
industrial companies doing work most comparable to that per- 
formed by the T.V.A. Department of Chemical Engineering. In 
addition, some data on maintenance rates are secured from em- 

1 Including the cities of Asheville, North Carolina; Knoxville, Chattanooga, 
Bristol, Johnson City, Kingsport, Tennessee; Tri-Cities, Alabama (Tuscumbia, 
Florence, and Sheffield). 

® Atlanta, Georgia; Birmingham, Alabama; Memphis, Tennessee; Louisville, 
Kentucky; Jackson, Nashville, Tennessee; and Paducah, Kentucky. 



168 


THE T.V.A.: INTERNATIONAL APPLICATION 


ployers whose names are furnished by the local union representatives 
met in connection with the construction survey. 

All wage data thus secured, as well as facts furnished by the 
labour organisations, are submitted to a Joint Committee (T.V.A. 
management and labour) on Wage Data, which in open meeting 
reviews the information and, without evaluating it, certifies its 
authenticity to the Wage Conference. This weeds out inaccuracies 
and resolves conflicts regarding the basis and nature of the informa- 
tion. The Wage Conference itself, which lasts about three days, deli- 
berates on each specific wage request made by the unions on the basis 
of the facts thus tabled, and the management’s proposed schedule. 
There are, after all, various rates paid in the vicinity in the 200 
trades and labour classifications employed with the Authority. 
Intensive discussion between T.V.A. supervisory officers, personnel 
technicians and employee representatives results in a schedule. 
Some of these rates may not be acceptable to members of the 
Tennessee Valley Trades and Labor Council, but most will be. 
The schedule is submitted to the Board of Directors for approval 
on the understanding that appeal may be made against those rates 
not accepted. The Council and any disapproving international 
union is free to appeal to the United States Secretary of Labor for a 
finding of fact regarding any rate not accepted ; the rate stands in 
the absence of a finding of fact which revises it. The T.V.A. 
has never pursued a policy undercutting the best known wage 
rates. 

Two points may be mentioned in regard to the wage conferences. 
First, the conferences are genuine in the sense that the Authority 
is prepared to be and is influenced by the arguments. There are 
fierce and earnestly stated differences of view, and from time to 
time the workers call in especially able representatives to advocate 
their case. They have, indeed, appealed to the Secretary of Labor 
on two occasions, on both of which the International Association 
of Machinists challenged the management's interpretation of pre- 
vailing wage facts.' Secondly, the T.V.A. has had to meet the 
question of the representation of the workers. Some who were not 
affiliated with the American Federation of Labor have on occasion 
put in an appearance at the conferences, but have been compelled 
by the consensus of opinion to withdraw. One union affiliated to 
the Congress of Industrial Organizations was consequently accom- 
modated by a separate conference so long as it actually represented 
a unit of employees. 

Out of the experience of collective bargaining, there arose the 

* In the first case (Nov. 1938), the Association’s view was upheld: the second 
diflerence (Nov. 1941) is not yet decided. 
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feeling that the Authority might carry its arrangements with labour 
further. Some matters, such as classification, hours of work, leave, 
and working conditions, were removed from the jurisdiction of the 
Wage Conference, after various devices had been tried to relieve it, 
including subcommittees or special sessions. In 1941, classification 
was removed to a standing joint committee to act as and when ques- 
tions arose. For changes in working conditions, direct negotiation 
at the request of either party was prescribed. Such special joint 
procedure came to be regulated by the General Agreement made 
in August 1940. 


The General Agreement 

The genesis of the agreement is described by the present General 
Manager, formerly Director of Personnel and, as such, presiding 
officer at the wage conferences, as follows: 

Labour relations in the T.V.A. between 1935 and 1940 moved into a pro- 
gramme of active and two-way co-operation under this (the Employment Rela- 
tionship) policy. But it was soon apparent that something was missing. Labour, 
through the Tennessee Valley Trades and Labor Council, a body created by the 
various unions in the Valley with which the Authority has dealings, proposed 
that the Employee Relationship Policy of the Board be supplemented by a signed 
agreement to be negotiated and formally executed by employees through their 
organisations and by the Authority. 

Negotiations went forward and proceeded to a mutually satisfactory conclu- 
sion. On August 6, 1940, the Authority and fifteen unions representing T.V.A. 
employees in the trades and labour services of the Authority pledged their agree- 
ment to principles and devices of collective bargaining in a great public enter- 
prise.* 

The Employee Relationship Policy was rather in the nature of 
a set of principles by which the Authority bound itself ; the agree- 
ment binds both sides to its principles and procedures. The former, 
though established by consultation, was unilateral; the latter is 
bilateral. A permanent joint conference was established to deter- 
mine conditions of work and pay, to adjust all disputes growing 
out of grievances or out of the interpretation or application of 
established labour standards, and to promote intensive labour- 
management co-operation between the Authority and its employees. 
This joint conference was held to be indispensable to the fulfilment 
of the T.V.A.’s public purposes and required a clear-cut mutual 
understanding between the Authority and its employees, through 
the processes of collective bargaining. 

* Public Works Employee Relations, Address by Gordon R. Clapp, General 
Manager, T.V.A., before the 1942 Public Works Congress, Cleveland, Ohio, 
20 Oct. 1942. 
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The Agreement, which embodies the Employee Relationship 
Policy with a few modifications and additional clauses, is self- 
renewable, except that after one year it may be reopened at any 
time by the Authority or by the Joint Council in joint conference 
on 90 days’ notice by either side. While the agreement remains 
in force, then, the principles are binding on the T.V.A. as well as 
the workers; and the Council and its members agree not to en- 
courage or sanction employees leaving their service, but rather to 
comply with the agreed procedures to resolve all disputes and 
difficulties. The Authority rejects responsibility for settling juris- 
dictional demarcations; however, it asserts the necessity of assign- 
ing work to carry out its programme and therefore leaves it to the 
unions to settle such questions, promising to alter its assignment 
of work when agreement is subsequently reached among the unions. 
Where disputes between employees and the Authority cannot be 
settled by the procedure provided under the Employee Relation- 
ship Policy, a joint conference may be established to attempt 
settlement. There is also provision for a joint board of adjust- 
ment to make a further attempt at settlement; the members of the 
board of adjustment have annual office and the chairman and 
secretary are alternately a member of the Council and a member 
of the Authority. Beyond this, the parties agree to go to arbitra- 
tion before an impartial person from a regular panel designated 
by the board of adjustment. 

Joint co-operative committees are to be set up representing the 
Authority and the employees at convenient points in the Valley 
to consider the matters enumerated in the concluding statement 
of the Employee Relationship Policy, and conclusions reached by 
unanimous decision will be referred for action to the appropriate 
officers of either or both parties. A joint Valley-wide co-operative 
conference will meet at least twice a year to review the conclusions 
reached and action taken by these committees, and in general to 
promote discussion and action on the subject matter indicated. 
A central joint council on apprenticeship is provided for to lay 
down minimum standards conforming to the standards of the 
Federal Committee on Apprenticeship or subject to its approval. 
A set of supplementar}’- schedules on hours of service, holidays, 
days of rest, overtime and call work, and other matters is appended 
to the Agreement, covering a large number of points which often 
give rise to bad temper and disturbing disputes. 

Thus the T.V.A., working on the assumption that the skill of 
the workers will be fully enlisted only when there are institutional 
mechanisms through which they can appreciate that they are 
fairly treated, and that this is the key to good morale, has success- 
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fully operated its system of collective bargaining, unshaken by 
the pessimistic theories of doubters. A tribute to the success of 
this policy was paid by President Roosevelt at the dedication of 
Chickamauga Dam on Labour Day, 1940, in the following words: 

This dam, all the dams built in this short space of years, stands as a monument 
to a productive partnership between management and labour, between citizens 
of all kinds working together in the public weal. Collective bargaining and effici- 
ency have proceeded hand in hand. . . 



CHAPTER XI ‘ 


SOME EMPLOYEE WELFARE SERVICES 
HeaIvTh and SaEETy 

The T.V.A. employs a medical staff who examine the health 
of all employees before admission to employment, provide treat- 
ment for occupational injuries, make periodical re-examinations 
and reports, especially as regards communicable diseases, give 
typhoid, smallpox and other immunisations, and minor treatment. 
There are medical units at each construction project to deal with 
minor injuries and the emergency treatment of major injuries. 
In construction villages remotely situated, the Authority provides 
general medical care, for which employees and their families pay 
a fee to meet cost.^ 

The T.V.A. co-operates Avith the United States Employees’ 
Compensation Commission in regard to employees who suffer 
disablement, and where the services of specialists are required, the 
facilities of the United States Marine Hospitals or other places 
indicated by the Commission are available. 

Dam construction is complicated and heavy work, involving 
the use of dangerous machinery like tractors and drills and cement 
pourers, often on sloping and broken ground, and the possibility 
of injury is very great. There is also much danger in electricity 
operations, and special anxieties arise out of the toxic dust of the 
fertiliser powdering process. 

The T.V.A. has secured a remarkable improvement in acci- 
dent rates, as regards both number and severity. This has been 
achieved by careful attention to design and operation of equipment 
by safety devices, assignment of workers to jobs least dangerous 
to themselves and others, records and investigations of accidents, 
the safety education of all workers for awareness of danger, and 
first-aid training. In all this it has constantly called upon the 

* To 30 June 1942, there had been 253,257 alleged service-connected injuries; 
the .Authority’s medical units had administered 576,561 treatments; 13,500 
initial comipensation claims had been prepared and submitted to the Compensa- 
tion Commission. Not a single case of smallpox had been reported, and only two ■ 
certified cases of typhoid had occurred in about four years, though a yearly aver- 
age of 15,700 employees had been exposed to a fair degree of hazard. 
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advice of such other departments of the United States Govern- 
ment as the Bureau of Mines, the Bureau of Marine Inspection 
and Navigation, and the Army Corps of Engineers. 

The Authority’s safety record^ compares very favourably with 
national averages as reported to the National Safety Council. In 
1942, T.V.A. accidents were below the national average in frequency 
to an extent varying from nearly four times on reservoir clearance 
and more than twice in dam construction to 10 per cent, less in 
chemical engineering. In accident severity T.V.A. accidents are 
nearly 14 times less severe than the national average in power- 
house operations, just under half as severe in dam construction, and 
a third as severe in reservoir clearance; with twice the severity in 
construction and maintenance. 

The National Safety Council in its publication of country-wide 
accident rates for the construction industry gives the relative rank 
of various units in relation to other organisations doing similar 
work. For 1941 the 17 units of the Authority’s Construction 
Department took 13 first, second or third places in merit. 

Job Training and Adult Education 

As a direct outcome of its interest in the welfare of its employ- 
ees, the T.V.A. has training courses in or near the job. The general 
object is to improve the ability of the employee for his own sake, 
as well as to secure greater efficiency in his T.V.A. work. The 
Authority promotes courses in the local universities, with the same 
object, but also to assist the vocational or professional advancement 
of the employees. For example, by arrangement with the T.V.A. 
the University of Tennessee provides various courses for employees 
needing education in such subjects as engineering or public adminis- 
tration. Again, the T.V.A. provides for adult education, by arrange- 
ment with the local schools at various stages and at its own cost, 
that is to say, for more general tuition in social and economic sub- 
jects and by means of discussion forums, besides initiating the mea- 
sures already described for securing the interest of the schools of 
the area in the T.V.A. regional idea and purposes.- 

T.V.A. policy regarding training has shifted since its inception, 
though the general object has remained much the same. From the 
beginning, the T.V.A. has been extremely anxious to provide such 

* In the first fiscal year of the Authority’s operations (1933-1934), the accident 
frequency rate (number of lost time accidents per million manhours) was 55.7, 
and the accident severity rate (number of days lost per thousand manhours) 
was 5.06. By the ninth year (1941-1942) accident frequency had been reduced 
to 14.1, or a little over one fourth the frequency in the first year, and accident 
severity to 1.95, a total reduction of almost two thirds. 

* Cf. Chapter VI. 
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training as would better fit the man for his job, prepare him for 
promotion, and also render him more capable by increased ver- 
satility to take other jobs if necessary, once a construction job had 
finished. There was to some extent the desire to carry the experience 
of able workers from project to project. But originally, the Author- 
ity pursued particularly far-reaching aims, introducing, for ex- 
ample, a dairy and pasteurising plant and creamery, and including 
all sorts of what may be called "white-collar” subjects as well as a 
large variety of trades. The result was excessive expenditure pro- 
portionately to the small numbers who could possibly attend the 
various courses. The programme was carried on without reference 
to the needs and standards of private industry, and lacked the 
independent support of the employees. Therefore, without losing 
sight of the original main purpose, the Authority redefined its pro- 
cedure to meet the expressed wishes of the employees and the needs 
of the towns in which they lived. The policy of the Authority is 
now directed more narrowly than at first to the improvement of 
skill in relation to present and future jobs with the Authority. It 
may be mentioned that this redefinition of the T.V.A.'s educational 
training programme was stimulated by Congressional criticism. 

The job training scheme includes the provision of classes, either 
by the Authority itself within the community buildings on the job, 
or, as at the cities of Knoxville and Chattanooga, by contractual 
arrangement with the local technical schools or colleges. All classes 
are voluntary and come into existence whenever a sufficient number 
of workers or their organisation requests them, and the programmes 
are fitted to the shifts of work. They are conducted by voluntary 
instructors selected by the employees in consultation with the 
T.V.A.’s training representative. On 28 Eebruary 1942, 1,354 
employees were enrolled in 76 courses, covering a wide range of 
subjects, and at the same time 1,036 employees were participating 
in a formal recruitment training programme. Less than 10 per cent, 
of all employees are enrolled at any one time, but about one fourth 
of all the employees take at least one course during the year.^ As 
is to be expected, not all the employees take advantage of the facili- 
ties provided for their welfare. Moreover, the fact that the Valley 
is an area of scattered communities complicates the problem of 
providing education and increases the expense involved. 

The training programme includes definite apprenticeship train- 
ing, on the basis of plans made jointly by T.V.A. management and 
labour. Before the T.V.A. began its operations, apprenticeship 

_ * For analysis of training; activities for 1934-41, see Hearings, Sub-Com- 
mittee on Appropriations, House of Representatives, Independent Offices Appro- 
pnation Bill for 1941, p. 1691. 
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training in the south-east of the United States hardly existed. 
But after two or three years of construction by the Authority, 
when a fairly long period of work could be foreseen, the organised 
crafts realised the value of an apprenticeship programme, and in 
1936 asked for its establishment. The State Departments of Educa- 
tion and the Federal Committee on Apprenticeship gave their 
advice and assistance. At first, the programmes of apprenticeship 
were planned by each craft and locally administered by a com- 
mittee consisting of representatives of the craft union and the 
T.V.A. management, the personnel officer, the training staff, and 
the local vocational education agency. These committees agreed 
on a proportion of apprentices to journeymen, the methods and 
standards of selection and a plan oT instruction, selected candidates 
for apprenticeship, supervised their progress, and then, after final 
examination, accredited them as journeymen. 

It was soon seen that co-ordination among the various local 
plans was necessary, and joint committees were set up for each 
project. In 1938 further co-ordination was brought about on the 
suggestion of a Federal Committee on Apprenticeship by the crea- 
tion of a Central Joint Council. This Council on Apprenticeship 
has ten members, five representing organised craft employees, three 
representing supervisory management, and two representing the 
personnel department. Minimum apprenticeship standards for all 
T.V.A. programmes have been established by the Council. In mid- 
1941 there were 284 men enrolled in apprenticeship programmes 
for seven crafts. At the end of the fifth year of operation, the pro- 
gramme had produced 201 journeymen, all of them acceptable to 
their craft unions and to private employers. 

Since practically all the T.V.A. projects are located in rural 
areas, the community centre which forms part of the village is a 
very important unit in the whole scheme of recreation and general 
adult education. Here again, individual volunteers and employee 
groups or associations conduct a large number of activities including 
discussion groups, forums, educational and recreational films, and 
classes in languages, literature, -psychology, and other subjects, 
under the organising supervision of the training division. 

Construction Villages and Low-Cost Housing 

On all project sites, excepting Chickamauga, which is within 
easy distance of Chattanooga, the Authority has been compelled 
to provide housing for its employees. Although low cost has been 
a serious consideration, since normally the accommodation is 
valuable only for the time it takes to build a dam (f.c., three or four 
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years), it has not been the only one. The T.V.A. has taken into 
account how many permanent dwellings are needed for the opera- 
ting personnel once the construction period is over, and of these 
dwellings, the great majority have been built at a cost in labour 
and materials of a little over $5,000 each. Where temporary dwell- 
ings were concerned, it has built in an open, spacious layout houses 
of four to five rooms of very good quality at about $975 a house. 
The houses are rented on the basis of the governing rate in the 
neighbourhood for like facilities. Failure to provide the houses 
would necessitate long-distance travel for the workers, which 
would not be conducive to their punctuality or freshness on the 
job. The usual municipal services and utilities are provided under 
T.V.A. management, and the Authority also operates commissaries 
and cafeterias. There are construction camp dormitories for single 
men. There are club rooms at these centres and the library collec- 
tions referred to earlier are lodged there. Facilities for games, 
gymnastics, meetings, lectures and the showing of motion pictures 
are provided. On the whole, there is a very small bookkeeping 
loss on total operations, but this is regarded as justified on the 
grounds that the conditions attract good workers, keep them fit, 
raise work morale, and so conduce to a net economy on construc- 
tion costs. Losses are charged to construction costs. 

In the building of the construction villages, the T,V.A. took 
the opportunity of adopting special methods of constructing the 
workmen’s cottages to provide a demonstration of sound building 
and domestic equipment with low costs.* The project aroused 
nation-wide interest because it provided a 5-room cottage for less 
than $1,000 and a duplex house of two 4-room, 2-bedroom units 
at less than $900 per family unit. When war conditions began 
urgently to demand additional housing, the T.V.A. was made 
agent of the Federal Works Administration to build 150 houses of 
a demountable type. These constitute a radical departure in 
method of construction, invented by the T.V.A. In appearance, 
durability and habitability they are in no wise inferior to the con- 
ventional house. Houses to accommodate a single family are made 
of three sections, and duplex cottages accommodating two families 
are made of four sections. They are constructed in slices, that is, 
of uniform-sized portable sections, with all their fittings in them. 
These are made and assembled at T.V.A. assembly lines at 
Sheffield, Alabama; each section is on small wheels to facilitate 
assembly. When they have been fitted together as a complete 
house and equipped inside, they are unbolted and each section is 
taken by truck trailer to its permanent foundations, where the sec- 
> Cf. T.V.A. Memorandum: “Housing at Hiwassee", 16 May 1938. 
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tions are set up, bolted and meshed together. The advantage of 
this demountable house is that it can be taken down to meet a 
new housing need elsewhere, or to replace existing substandard 
housing. Further, the house is permanent in value, for it is not 
designed to last only a few years. If the need remains, the house 
can serve durably on its original location. The houses cost (at 
wartime prices) about $1900 each, including electric stoves, hot 
water heaters, refrigerators and oil-burning space heaters. Moving 
costs to a distance of 30 or 40 miles are some $300 per house.^ 

Employment and Training of Negro Workers 

In the Tennessee Valley, according to the census of 1930 and 
subsequent calculations, negroes number about 10 per cent, of the 
population, though the proportion varies from one place to another. 
Negro workers would like employment on the same terms as the 
white employees of the T.V.A.; that is, in strict relation to their 
individual merit and efficiency in open competition with all can- 
didates for jobs, by the process described in a later chapter. They 
would wish not to be regarded as a separate community or as a 
labour commodity, separate from the general body of working men 
and women. The T.V.A. entered an area in which there are tradi- 
tional and inveterate social patterns regarding race, and whatever 
the private feelings of individual members of its administration, 
as a Federal agency it did not feel that it could at one stroke change 
an obstinate situation. Within these limits, however, the T.V.A. 
has done a great deal to give employment opportunities to negroes 
and to help them to benefit from its educational and social pro- 
grammes. 

Whereas negro spokesmen have asked for full equality of op- 
portunity, especially as the T.V.A. is a Federal project and not a 
private company, the T.V.A. has felt it possible only to proceed 
gradually. Its general principle is to employ negroes in the propor- 
tion they bear to the total population, that is, some 10 per cent. 
This, of course, has to vary a little according to the local situation. 
In some places — at dams in the centre of negro population — sl some- 
what higher proportion is employed; in others — ^for example, at 
Hiwassee, where there were no negro residents and special housing 
facilities would have been required — ^no negroes were employed. 
The very large majority of negroes are employed on unskilled 
labour, but in the last few years the T.V.A. has made progress in 
giving some semi-skilled and skilled jobs to negroes. There are 
some negro foremen ; there are several white collar workers, clerks, 

‘ Cf. T.V.A. Report: "T.V.A. Demountable Houses for Defense Workers”, 
8 July 1941 : and “Portable Housing”, in Pencil Points, July 1942. 
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laboratory helpers and instructors. Negro personnel officers of the 
T.V.A. handle the interviewing, placement and training of negro 
personnel. Some negro county extension agents are employed by 
the State Extension Services and so assist in accomplishing the 
agricultural programme of the T.V.A. 

Before 1938, there were cases of maltreatment of negroes by 
supervisors on the construction jobs, by threats, violent language, 
and, in some cases, physical violence. There had been harsh disci- 
plinary action, arbitrary transfers, dismissals and cutting down to 
lower paid work. Investigations by the T.V.A. and subsequent 
disciplinary and educational measures have very much reduced 
such incidents, and the improvement has been aided by the better 
assimilation of the Employee Relationship Policy. 

Negroes are not included in the T.V.A. apprenticeship system 
in the same way as white workers, but an agreement has been 
reached with labour unions whereby negro apprentices are to be 
placed in the lineman and carpenter apprenticeship programme. 
In operator training for operations in the Wilson Dam Chemical 
Works, negroes have full access to this training and are being 
promoted on the basis of it. 

At each project, where the family units or dormitory space 
for single employees have been available for negroes, they are equal 
in every respect to those provided for white employees. It is the 
policy of the T.V.A. to provide accommodation for recreational 
activities here and there throughout the Valley and the facilities 
are placed where there is the greatest need. Thus, there are no 
recreational facilities for negroes at Norristown or Big Ridge Park, 
but a separate park for negroes has been developed at Chicka- 
mauga, which has a large negro population. 

In the T.V.A. villages there are negro sections and these have 
their own organisations, assisted by the T.V.A., for welfare pur- 
poses, for recreation, for community services, for adult education; 
and the provision for them is as liberal as for other T.V.A. workers. 
Special attention has been paid to the particular interests of the 
negroes, with the co-operation of local associations or clubs founded 
and managed by the negro workers themselves, and sometimes 
assisted by college-trained friends and instructors who happen to 
live or work in the vicinity. Some examples may be given of the 
activities referred to. At Wheeler Dam, training programmes 
embraced health and sanitation, carpentry, brickmasonry, home 
mechanics, tool subjects, music, job training, games, and library 
seiA'ice. Community gardens were planted and play areas deve- 
loped. Courses in general adult education gave an elementary 
knowledge of farm budgeting and the use of business forms, like 
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money orders, cheques, notes and contracts. To meet the needs 
of those who worked at the dams but lived in nearby communities, 
T.V.A. clubs were organised in the latter. There are weekly meet- 
ings of these clubs, their programmes including home mechanics 
and improvement, handicrafts, gardening and farming, health, 
poultry raising, canning, the showing of documentary and other 
films, plays and music. At Pickwick, a negro community building, 
school and workshop were provided. Here, the negro labour associa- 
tion helped to conduct a programme similar to that outlined above. 
There were also classes in home making, and parent education. 
The workers who are employed at Chickamauga mainly come 
from Chattanooga. The T.V.A. therefore assisted in the formation 
of a Chattanooga Community Council on Adult Education, on 
which a large variety of civic agencies were represented, to be ad- 
vised and assisted by the T.V.A. Training Division and its negro 
staff member. This body administered in Chattanooga a negro 
programme of job training, recreation, a Little Theatre, health 
education and library service. Naturally, a proportion of the 
financing was supplied by the T.V.A. As a result of these activities 
the Tennessee State Department of Education appointed a negro 
director of vocational trade education. At Guntersville, another 
device was adopted. Many negro workers lived at Huntsville, some 
miles away. The T.V.A. contracted with the agricultural and 
mechanical college for negroes to conduct the negro training pro- 
gramme. It established a council on community study and service 
to discover procedures and disseminate information. A special 
member of the Faculty directs the various teachers who conduct 
the training activities. Library service has been provided, and also 
classes in social studies, job training for workers and other citizens 
of Huntsville, and recreation for workers and citizens, with a 
chorus of 100 voices. 

Little headway has been made against the social prejudices of 
the labour unions in the Tennessee Valley. There are negro mem- 
bers of some unions at Wilson Dam in the fertiliser operations but 
otherwise they are almost entirely excluded. It is in the hands of 
the labour unions to prevent ill-treatment of negroes and to make a 
place for their negro fellow-workers to get skilled or foremen’s jobs, 
and if this co-operation were forthcoming, no doubt the hand of the 
T.V.A. would be strengthened. 



CHAPTER XII 


THE FINANCING OF THE T.V.A.’s ACTIVITIES 


The financing of the T.V,A. multi-purpose system has two chief 
aspects: (1) the T.V.A.’s own financial basis; and (2) the financing 
of the municipalities and co-operatives which are the distributors 
of T.V.A. electric power. Each of these aspects involves interest- 
ing problems for development works, and substantial sums are 
involved in both. 

In nearly 10 years of operation, the T.V.A. has administered 
very considerable sums of money. By 30 June 1942, the financing 
of its activities had cost almost $600 million.^ Of this total sum, 
$570 million had gone to the construction and acquisition of naviga- 
tion, flood control and electric power assets; some $8.25 million to 
fertiliser assets, that is, plant, equipment, phosphate lands and 
rights, and fertiliser stocks; and there were $12 million in general 
assets. The combined municipal and co-operative capital amounted, 
on 30 June 1942, to nearly $107 million. 


T.V.A. Financing 

The T.V.A.’s current operations have been substantial.* Its 
financial turnover and the revolving nature of the funds it uses in 
power operations have already been noticed®, and also the charac- 
teristics of its expenditures on the fertiliser, reservoir property and 


* To be exact, $591,402,239. Cf. Budget Summary for 1944, Appropriations 
Sub-Committee, Independent Offices, Hearings, p. 457. 

* Cf. Tables of net income or net expense in Appendix No. I. In summary, 
these current operations for the period 1933-1942 are as follows: 
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in millions 
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Profit on power 
Navigability of the river 
Flood control 
Power losses (1933-1938) 

Power profits (1933-1942) 

Fertiliser and farm demonstration programme 
Reservoir properties operation 
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** Net expense. 
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* Cf. Chapter III. 
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development programmes. The relatively small revenues which 
the T.V.A. ^ receives serve to offset the expenditures which come 
out of T.V.A. general funds, replenished when necessary by 
Congressional appropriations. How the long-term financing of 
the activities of the Authority, especially the construction of the 
dams and river works, is effected, and the procedure by which the 
funds are applied to its purposes, are highly important questions, 
especially in the case of a public corporation, since the value of this 
form of organisation lies in the extent to which it provides security 
for business latitude and initiative. The experience of the T.V.A. 
in this respect may have a particular interest for governments 
contemplating the several or joint financing of development works 
of any magnitude. 

Bonds or Appropriations? 

Two principal methods of financing the T.V.A. were open to 
Congress. The Authority might have been empowered to borrow- 
the necessary capital and the amount required for current expenses 
during development, the debt and dividends to be repaid from its 
earnings in due course; and in this case it could either have sold 
bonds on the open market, or have borrowed the whole or part of 
the funds from the United States Treasury. The other method was 
for the T.V.A. to be financed entirely by Congressional appropria- 
tions in much the same way as the ordinary activities of the Govern- 
ment are financed — that is, by coming to Congress annually, offer- 
ing estimates of need and then, after cross-examination, being 
awarded what Congress believed to be adequate. For reasons 
which are explained below, the latter method (with a slight qualifi- 
cation) was adopted. 

However, the T.V.A. did receive some bond-issuing powers, 
that is, the power to raise loans for specific purposes. The problems 
at issue, whether and how far the T.V.A. should have such loan- 
raising power, were clearly stated in discussions in Congress or its 
committees; both the T.V.A. and Congress found a mixture of ad- 
vantage and disadvantage in the use of such a power. On the one 
hand, the Congress would have liked relief from the need of finding 
appropriations annually, year after year, for a long period, but 
realised that if the T.V.A. were given a loan-raising power, it would 
escape from Congressional control over its activities, exercised 
through the Authority’s need to go to Congress annually for fresh 
money. Congress was extremely sensitive on the question of 
allowing the T.V.A. excessive latitude of operation and expansion. 
On the other hand, the T.V.A. favoured the possession of a bond- 


‘ Cf. Chapter IV. 
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issuing power, because it would thereby obtain freedom and busi- 
ness latitude; and because, being obliged to make provision for the 
payment of interest and the repayment of the debt, it would ac- 
quire business independence and its own internal, disciplinary 
power over its operations and administration based on an indepen- 
dent balance sheet. Again, there was the T.V.A.’s need for a suffi- 
cient sum to buy out the property of the private power companies 
en bloc and not piecemeal, since the latter course would necessarily 
have meant the destruction of their economy. But against these 
considerations was the great fact that the T.V.A.’s total unified pro- 
gramme was going to cost a very large sum of money which Con- 
gress could not be expected to give all at once; and more important, 
that until the T.V.A. showed signs of being able to repay, the 
investment market would hardly be ready to advance the sub- 
stantial funds required, and the T.'Nl^.A. must necessarily wait 
several years before the fruits of its work could even begin to ma- 
terialise.* Finally, there were some T.V.A. activities, such as its 
planning, its agricultural programme, its public health work, flood 
control, transportation, forestry, and the rest, which were not of a 
business character like the power undertaking, but were more in 
the nature of the ordinary social benevolent activities normally 
financed by Governments, not out of loans, but from tax revenues. 

Therefore, the principal means of financing came to be by Con- 
gressional appropriations, and only very small latitude was allowed 
in the bond-issuing or loan-raising powers of the T.V.A. 

Section 15 of the Statute authorised the Board to issue serial 
bonds to the amount of $50 million running 50 years at per 
cent., to be issued and sold on the credit of the United States with 
the approval of the Secretary of the Treasury. The money was to 
be used “in the construction of any future dam, steam-plant or 
other facility to be used in whole or in part for the generation or 
transmission of electric power”. 

In 1935, the Authority itself put forward an amendment to the 
Statute, providing for additional powers to raise funds. The Author- 
ity asked for power to issue $100 million in 50-year 3J^ per cent, 
bonds over five years, for the purpose of acquiring existing electric 
distribution systems and transmission lines. Thus provided, the 
Authority could have bought the entire system of any private 
company, and could then have resold individual parts to munici- 
palities or other bodies. Congress rejected the proposal and the 
T.V.A. received only the limited power of issuing bonds up to $50 
million (Section 15 (a)), this power being further restricted by the 

‘ It will be recalled that until and including the fiscal year 1938, the T.V.A. 
bore a loss on its power operations. 
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Stipulation that such funds should be used for making loans to 
States, counties and municipalities, and non-profit organisations 
for a period not exceeding five years (Section 12 (a)).i 

Hence, the T.V.A. was partly compelled and partly chose to 
move along the line of annual Congressional appropriations until, 
as it were, it came of age.® And in fact, when by 1939 the major 
litigation had resulted in fortifying its authority, the T.V.A. was 
able to* ask Congress successfully for a further power of borrowing 
in order to buy out the principal system operating in its area (the 
Tennessee Electric Power Company) and other smaller systems. 
But here again it may be observed that Congress did not give the 
Authority power to borrow an unlimited amount, nor even to raise 
$100 million® as it wished, but deliberately meted out only the right 
to raise the exact amounts required for the relevant contracts. 
Congress was resolved not to permit any free expansion which 
might have followed a large and unconditional grant. Under Sec- 
tion 15 (c), therefore, amending the Statute, the T.V.A. was au- 
thorised, with the approval of the Secretary of the Treasury, to 
issue bonds not to exceed $61 million, and the purposes and amounts 
were specifically stated."* The bonds were not to bear more than 
314 per cent, interest — the rate needed the approval of the Trea- 
sury — nor to be sold at such price as would return more than 3}4 
per cent, on the investment. They were guaranteed by the Trea- 
sury. A complete statement on expenditure of the funds derived 
from the sale of bonds was to be filed every December with the 
President and Congress. The proceeds could not be utilised for 
loans until the contract had been approved by the Federal Power 
Commission. The authority to issue bonds was limited to 1 January 
1941. 

Simultaneously with the grant of this bond-issuing power. 
Congress provided for the extinction in July 1939 of the other bond- 
issuing power of the T.V.A. already mentioned. 

» Cf. Chapter II. 

® In fact, theT.V.A. made use of its bond-issuing powers only in a minor degree. 
In 1938-1939 it issued $8,300,000 in bonds at per cent, falling due on various 
dates up to 1961. These were sold at par to the Reconstruction Finance Cor- 
poration. The purpose of the bonds was the acquisition of properties from various 
electric utility companies in the Valley. The Reconstruction Finance Corpora- 
tion is a United States Government Corporation, established in Jan. 1932 to 
extend credit to agriculture, commerce and industry. 

* This was not to be an addition to, but a replacement of, the existing power 
to borrow $50 million under Section 15 and $50 million under Section 15 (a). 

* Not more than $46 million for the Tennessee Electric Power Company and 
Southern Tennessee Power Company; not more than $6.5 million for certain 
named parts of the Alabama and Mississippi Power Companies; not more than 
$3.5 million for rebuilding, replacing and repair of the utilities thus purchased; 
not more than $3.5 million for construction of various facilities to connect the 
properties bought with the T.V.A.’s power system; and not more than $2 million 
for loans to public distributors to buy any of the properties concerned. 
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Lump Sum Appropriations 

The T.V.A. has, therefore, been obliged to come to Congress 
annually for its financial provision, except for an annual sum of 
$1,000,000 secured to it by the Statute, which it may retain for the 
specific purpose of defraying emergency expenses and ensuring 
continuous operation. 

Up to 1 July 1942, the T.V.A. had received through Congres- 
sional appropriations (mainly annual) $667,969,270. 

The annual appropriations have been provided as lump sums 
in general terms. The annual Congressional formula, votes money 
merely for the purpose of carrying out the provisions of the T.V.A. 
Act of 1933, as amended from time to time, including the continued 
construction and the beginning of certain named dams, investiga- 
tion of sites therefor, the acquisition and clearing of the necessary 
land, highway relocation, the construction and purchase of trans- 
mission lines and other facilities, and all other necessary works 
authorised by such acts, for printing, for vehicles, for rents, and 
all necessary salaries and expenses. 

This lump sum method, which has been followed from the 
beginning, differs very widely from the usual method of appropria- 
tion by minute itemisation of purposes and sums for expenditure. 
The lump sum method, which permits financial flexibility within 
each year, has often been challenged in the Appropriations Com- 
mittees of Congress and in the course of debate in Congress itself ; 
yet there remains what may be called a respectful, if not un- 
reserved, acceptance by the majority of the view that, since the 
T.V.A. is so much of a business enterprise and has so many experi- 
mental and developmental features, it should be given a reasonable 
latitude. 

This does not, however, mean that the Authority has been or is 
able, or desires, to do as it likes without submission to Congress’s 
wishes. In fact, the T.V.A., like every other agency of the United 
States Government, is subject to the Budget and Accounting Act 
of 1921, and is obliged annually to submit its estimates to the 
United States Bureau of the Budget. Occasionally this agency 
sends a field agent to the Authority’s offices to make investigations, 
to ask questions on such items of the estimates as seem to him to 
require it, and to report to the Bureau. Normally, the Bureau 
exercises its review by scrutinising documents submitted annually 
by the T.V.A. and at supplemental hearings of its officials before 
the Bureau in Washington. How much is to be assigned to the 
T.V.A. as a whole, and how much to each particular item of its 
work within that total, is then recommended by the Bureau to the 
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President, who passes on the recommendation in the United States 
Budget to Congress, after having required the Bureau to make any 
amendment he personally may consider appropriate. At the three 
stages — upon inspection of the estimates by the 'field agent of the 
Bureau of the Budget, the Director of the Bureau, and the Presi- 
dent — the Authority is obliged fully to justify its request by evi- 
dence or argument, and is given ample opportunity to offer altern- 
atives. It may happen, and has happened, that the claims of the 
special needs of the Valley, sound in themselves, must in a year of 
economic and budgetary difficulty be reduced to meet the general 
national stringency. 

Consequently, the T.V.A. has given special attention to the 
problem of displaying the work of the Authority to show clearly to 
Congress its purposes, its plans and the expenditure in relation to 
each. In the latest development (fiscal year 1943), this “Budget 
Justification” appears in the form of programmes, thus: 

I. Navigation, Flood Control and Power, 

II. Fertiliser, 

III. Related Property Operations, 

IV. Related Development Activities, 

V. General Asset Accounts. 

Then, under each programme, there is a subdivision into pro- 
jects, as for example: 

Programme III 

1. Reservoir Area Operations, 

2. Village Operations, 

3. Maintenance of National Defence Properties, 

4. General and Administrative Overhead Expenses. 

To each of these programmes, projects and items, a very pain- 
staking explanation is furnished, together with statistical tables and 
other supporting material, so that Congress may have a thoroughly 
vivid and realistic account of what the Authority is doing and 
hopes to do. It should be noted again, however, that Congress does 
not vote the budget in this itemised form, but as a lump sum. 

Congress, in accepting this method, nevertheless presses its 
own specific recommendations where it thinks them necessary. 
It has from time to time intervened in the administration of the 
Authority by the device of decreasing the amounts requested^; and 
in some cases has threatened to take very drastic measures. Con- 
gress could at any time change its method of granting from a lump 

* Congress has not been friendly to "pJ®t*ning” and “studies” activities unless, 
these are inseparably and demonstrably connected with the T.\'.A.’s primao' 
and immediate duties. 
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sum to itemised appropriation. It has not done so, because the 
general idea of the public corporation was that the T.V.A. should 
be tethered by as few strings as possible, and because T.V.A. admi- 
nistration has been regarded as satisfactory. But, where Congress, 
as now, votes a lump sum, is it permissible for the Authority to 
expend all or any portion of that lump sum on any activity author- 
ised by the provisions of the T.V.A. Statute, even though the Appro- 
priations Committee might have indicated (but not legislated) by 
items the specific amounts that should be spent on the different 
projects ? The answer is that the T.V.A., as a matter of law, is not 
bound by the clearly expressed intent of the Committee. But, as a 
matter of policy and with a sense of responsibility, the Board does 
its best to adhere to this intent, which is plainly expressed by full 
debate and qualified acceptance of the T.V.A.’s budget in the 
House of Representatives Appropriations Sub-Committee, and to a 
lesser degree in that of the Senate. Where, therefore, the Appro- 
priations Committee has thus steadily and deliberately made its 
will known — for example, to slow down regional studies and aerial 
mapping, and to widen the area of farm demonstrations and fer- 
tiliser distribution beyond the States of the Valley — the Authority 
conforms, acting in the spirit of Congressional recommendation, 
but it does not regard the penny index as the mark of its duty. 
It tries to meet Congress’s wishes, and where this is technically 
impossible, conscientiously expends the minimum required by the 
situation. The result is that the Authority has a practical power of 
what is known in public financial parlance as virement, that is, of 
diversion of moneys to and from the different items, to an extent 
never tolerated in the case of ordinary Government departments. 
Examples of Congressional reductions in the amounts asked for by 
the T.V.A. are very limited and, in addition, have only a restricted 
interest. What is interesting is, first, that there is the regular sum 
of $1 million already mentioned to meet unforeseen contingencies, 
and secondly, that in its estimates the Authority naturally makes 
an allowance for contingencies which the Congress may and usually 
does accept. For example, the power estimates for 1943 contained 
an item: “Allowances for changes in revenues and decreased pro- 
duction expense in event of a dry year . . . 1,500,000 dollars”. 

It is a fact of the first magnitude, however, that the T.V.A. 
cannot always be certain that it will get the amounts of money it 
requires at the time that it makes the demand. But as a general 
rule, the appropriations it has deemed necessary have substantially 
been accorded, and even where, as in a few cases. Congress was at first 
inclined to reduce the amount demanded, the Authority was ulti- 
mately able to justify its demands to the satisfaction of both Houses. 
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The Appropriations Committee subjects the Authority’s officials 
and directors to a quite extensive and detailed cross-examination 
year by year both as to policy and the tempo of its execution. 
The value of its scrutiny lies in its regular attention to: (1) the 
speed, progress and economy of the construction programme; (2) 
the development and cost of the specific programmes and the 
search for criteria of their effectiveness; (3) the direct and indirect 
cost of the T.V.A. to the United States as a whole and the place 
of the T.V.A. in the total economy of the United States, in other 
words what other parts of the United States are getting in return 
for the tax contribution; (4) publicity operations of the T.V.A.; 
(5) the quality, size and payment of the staff ; (6) specific problems 
like land purchases, the allocation of costs, the location of particular 
dam sites, the respective economy of steam plant and hydroelectric 
plant. The T.V.A. does not, indeed, have scope for any substantial 
mistake or illegality. This process has quite a salutary effect, 
though sometimes, as in the case of anybody under cross- 
examination, it may be uncomfortable for the officers and directors 
who may have to battle for their point of view against a hostile 
policy. At any rate, the method clarifies for Congress and the 
public the implications of the T.V.A.’s policy, and may even some- 
times make these implications clearer to the Authority itself. 
There is a certain weakness in the procedure, for the membership 
of the Appropriations Committee changes and the same ground 
may therefore have to be gone over year by year. The strength 
of the supervision lies in the fact that though a cross-examination 
takes place only once a year, its effect lasts all round the year 
both as a result of strictures and praise, and anticipation of what 
the Committee is likely to say at the next session. 

The T.V.A. possesses one further element of elasticity. In 
Section 26 of the original Statute, the Authority was permitted 
to retain its earned revenues from power and the other services 
it might render, and was not, as in the case of other Government 
agencies, required to turn the money over monthly to the United 
States Treasury. When ordinary* Government agencies and depart- 
ments turn their funds in to the United States Treasury, they fall 
under administrative and legislative control, because funds cannot 
then be drawn out to spend without a special Treasury warrant, 
and that warrant must be based upon a legislative appropriation. 
Section 26 required the Authoritx’ to pay into the Treasury not 
all its proceeds, but only its net proceeds, and even so to pay them 
in only at the end of each calendar year. The latitude thus per- 
mitted to the Authority can be appreciated when it is considered 
that the definition of net proceeds in Section 26 means proceeds 
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after deducting from gross revenues “the cost of operation, main- 
tenance, depreciation, amortisation and an amount deemed by the 
Board as necessary to withhold as operating capital or devoted 
by the Board to new construction”. This text was so liberal, and 
left so much to the discretion of the Board regarding the magnitude 
and timing of its construction, that in the period of construction 
there could be no net proceeds to turn over to the Treasury. 

This section of the Statute came under very heavy criticism in 
1935, when the T.V.A. was seeking to have the Act amended to 
give it greater bond-issuing power. In place of the original section 
another Section 26 was written, which requires the T.V.A. to pay 
its revenues from the sale of power or any other products it manu- 
factures and from any other activities, including the disposition 
of property, into the Treasury at the end of each calendar year, 
excepting for the amount the T.V.A. considers necessary for opera- 
ting expenses, and for a continuing fund of $1 million to defray 
emergency expenses and to ensure continuous operation.^ This 
would seem to give the T.V.A. a real latitude on all operating 
matters; but it excludes the application of moneys to new con- 
struction, as formerly permitted. Thus Congress, while allowing 
the necessary elasticity for continuous operation, reserves to it- 
self the right of annually financing construction activities, except 
such as might be interpreted as “emergency expenses”. Under 
this sytem, the T.V.A. has actually established and maintained a 
“T.V.A. Fund” in the Treasury of the United States, in which 
are placed all the moneys appropriated to it for the year, and the 
receipts which come to it in that fiscal year. Congress reappro- 
priates to the T.V.A., for use in the succeeding fiscal year, such 
moneys as still remain in the T.V.A. Fund, including the unex- 
pended appropriations and receipts it has deposited. The T.V.A. 
subtracts this balance and its estimated receipts for the succeed- 
ing fiscal year from the total of its own estimates for both capital 
and operating expenses, and the amount of the difference is the 
"new money” requested, which Congress reviews and passes upon 
as the appropriation for the year. Then the T.V.A. draws its money 
from the Treasury on the basis of “accountable warrants”, counter- 
signed by the Comptroller General, thus transferring amounts 
it requires to its own cheque accounts. 

Thus the Authority has been accorded a considerable amount 
of flexibility. Flexibility is not freedom, but conditional freedom; 

* It may be noted that many of the corporate agencies of the Federal Govern- 
ment are permitted to use their revenues in their own operations; e.g., the Recon- 
struction Finance Corporation, the Inland Watenvays Corporation, the Com- 
modity Credit Corporation, the U.S. Maritime Commission and the Home 
Owners’ Loan Corporation. 
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and the amount possessed by the Authority is considerably greater 
than that possessed in normal times by any ordinary department 
of the United States Government and by most of the other Govern- 
ment corporations. 

There have been proposals to put the T.V.A. on the same foot- 
ing as ordinary Government departments. The latest came in 
March 1944, when it was proposed to the Senate that all proceeds 
derived by the Board from the sale of power or any other products 
manufactured by it, and any other activities, should be paid in to 
the Treasury every month and should "not be expended until 
subsequently appropriated by the Congress". The T.V.A. pro- 
tested very vigorously against such restrictive proposals, on the 
grounds that it would be subjected to a financial strait-jacket inap- 
propriate to a business organisation. 

The principle of flexibility is very important to any Govern- 
ment corporation likely to be involved in business analogous to 
that of the T.V.A. If the Authority’s right to spend were dependent 
on items defined in the Appropriation Act, it could not, without 
illegality, go outside them. It could not get releases of money 
from the Treasury to meet an emergency, and would need, there- 
fore, to be able to anticipate emergencies, whereas a real emer- 
gency is, by definition, impossible of anticipation. The Authority 
has engaged itself to supply so much firm power, and it has con- 
tracts for the non-fulfilment of which it is liable to suit for damages. 
But hydroelectric power production and transmission are so much 
affected by weather conditions that between a very wet year and 
an extremely dry one the difference in T.V.A. generating and 
operating expense may be as much as S5 million or S6 million. 
A single storm might do a million dollars’ worth of damage to 
transmission lines. Again, the demand for power may suddenly 
increase, as happened in September 1939 when the Aluminum 
Company of America had suddenly to expand its production and 
asked for additional power. These contingencies cannot be pro- 
vided for under the United States budget procedure, which obliges 
the Authority to prepare its annual budget estimates from 14 to 
26 months before the date on which expenditures may actually 
be made. A good instance of the difficulties is provided by the 
estimates prepared in the earlj' summer of 1939 and filed in De- 
cember 1939 for the fiscal year ending 30 June 1941. Power revenues 
for the year were estimated at roughly $14.7 million and the total 
direct power expenses at $5.6 million, so that the net income would 
have been about $9 million. Actuallj% power revenues were 
just above $21 million, and expenses just below $9 million, 
with a net income of just over $12 million. If the Authority’s 
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revenues had been frozen in Congressional compartments, their 
utilisation for increased operation resulting from expansion of 
war industry would have been impossible. 

It seems fortunate, then, that Congress retained such elasticity 
for the T.V.A. Another, although a clumsier, way of achieving 
the same effect would be to allow a very considerable unallotted 
sum at the discretion of the Authority. It might be noticed, in- 
cidentally, that the T.V.A. does not, as private corporations and 
some Government corporations do, deposit its moneys in private 
banks or lodge them in investments; as already stated, the money is 
placed to the credit of the United States Treasury from time to time. 

The T.V.A. power programme is already self-supporting.^ As a 
result, there has again been raised in a new form one of the aspects 
of the problem of financing by issue of bonds. The T.V.A. seeks a 
feeling of freedom and flexibility. It is strongly aware of the psy- 
chological constraint of the method of appropriations and of the 
ever contingent possibility of attack on its activities and future 
enterprise. It looks to budgetary practices which will make mani- 
fest the self-sustaining character of its business operations. The 
payment of interest obligations on what was virtually a Congres- 
sional loan {i.e., all the appropriations to date) during the construc- 
tion period, would meet one of the suggestions made fairly often 
by critics; and the Authority would then feel better able to claim 
its reasonable degree of administrative autonomy. From time to 
time, therefore, the Authority has declared its readiness to make 
interest payments to the Treasury — though so far it has not actually 
done so. The Joint Committee investigating the T.V. A. in 1938-39* 
recommended that the T.V.A. should pay back to the Treasury 
the capital advances plus interest. 

The Authority has, however, ploughed back an equivalent of 
such interest payments into the programme each year (after a full 
disclosure of its intent to Congress) through the budget-review 
process, and by asking Congress annually for a lesser sum than 
would have been necessary if the T.V. A. had, for instance, alien- 
ated a sum to the Treasury as interest payments.® 

* Cf. figures in footnote on p. 191. 

* Cf. Chapter IX. 

’ According to its latest pronouncement on this subject, the T.V.A. is studying 
a scheme which, if approved, would permit it to fund all the outstanding appro- 
priations chargeable to power; in other words, 65 per cent, of the amounts appro- 
priated and spent on the water-control programmes. Its object is not only to be 
self-supporting, but to show that it is self-supporting by presenting a balance 
sheet that businessmen will recognise, in the usual form, and paying interest on 
bonds issued against this portion of the programme. When additional funds are 
needed, they would simply be added to the liabilities in the usual manner. Cf. 
77th Congress, 1st Session, Part II, Sub-Committee of the Committee of Appro- 
priations, House of Representatives, Hearings, pp. 514-515. 
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Investment in T.V.A. Power Distributors 

T.V.A. municipal and co-operative distributors had, at 30 June 
1942, a combined capital of roughly $107 million. As will be seen 
from the table below*, some 60 per cent, of this sum had been 
obtained by bonds sold to the public; some 4 per cent, was lent by 
the Tennessee Valley Authority; 16 per cent, was lent by the 
R.E.A.; and some 8 per cent, was composed of grants from Federal 
agencies, particularly the Public Works Administration. Some 
observations on the sources of this capital must be made here, as 
it represents in fact loans made for development, and its nature is 
therefore important. The Electric Home and Farm Authority’s 
development of sales of appliances is also of interest. 


Sale oj Bonds to the Public 

No special observation needs to be made on the capital derived 
from the sale of bonds to the public by the municipalities and co- 
operatives. They are secured on the electric revenues, and the 
interest rates range from 2.32 per cent, up to 4 per cent.® The 
public very rapidly took up the bonds, having confidence in the 
capacity of the power undertakings to prosper and therefore to 
meet their interest payments and loan repayments. It may be noted 
merely that the establishment of the T.V.A., a public enterprise, 
and the establishment by the municipalities and co-operatives of 
power undertakings, gave private enterprise an opportunity of a 
desirable investment. 

* The capital structure of T.V.A. power distributors at 30 June 19-12 was as 

S 

3.777.MI.20 
16,634,916.04 
60.675.663.87 

81.087.721.11 


9S3.131.36 

1,038.581.59 

2.284.542.64 

8.856.272.12 

111.756.92 

13,274.284.63 

12.587.627.79 

106.949.633.53 


Cf. Financial Statements for the Fiscal Year Ended June 30, 1942, Municipalities 
and Cooperatives Purchasing Pover from the Tennessee Valley A uthority. 

• Memphis sold general obligation bonds, and here the interest rate was as 
low as 2.19 per cent. 


follows: 

Particulars 

Ix>ni;-tenn debt 

Tennessee Valley Authority 
Rural Electrification Administration 
Bonds held by the public 


Capital 

Investment of munidpalities 
Memberships of co-operatives 
Received from consumers 
Grants from Federal agencies 
Other capital 


Earned surplus 

Total 
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Loans Jr om the T.V.A. 

The T.V.A. Statute gave the Authority a variety of powers to 
make loans. The right to "dispose of surplus power" and "make 
contracts” and “to exercise such incidental powers as were necessary 
or appropriate” to the express powers, permitted the transfer of 
real and personal property to municipalities and co-operatives on 
an instalment payment plan to enable them to purchase and dis- 
tribute T.V.A. power. Then, secondly, the T.V.A. had the power, for 
a period of five years from the enactment date, of "extending credit” 
to the States, municipalities, counties, and non-profit organisa- 
tions, for the purpose of enabling such agencies to acquire, improve 
and operate distribution facilities as well as inter-connecting trans- 
mission lines, preserve existing distribution systems as going con- 
cerns and avoid their duplication.^ 

Under both the permissions mentioned above, the T.V.A. has 
made loans to municipalities and co-operatives, in the form of ad- 
vances of property^ or work. They were made at the rate of 33^ per 
cent. ; were subject to amortisation in the time and by the periodical 
payments set by the T.V.A.; and were secured by a lien on the 
properties and the revenues of the debtor.® 

Where the property to be purchased from the utilities comprised 
a distribution system which would go to a municipality and a 
generation and transmission system which would appropriately 
become the property of the T.V.A., the Authority bought all the 
properties in a joint transaction with the municipalities concerned, 
the costs being shared according to the valuation of the respective 
properties going to each. The T.V.A. met its share of the biggest 
transaction of all under the special power given it by Congress in 
1939 to issue bonds to the value of $61 million by issuing, in August 
1939, bonds to the amount of $50 million to mature not later than 
1969, at up to 3J^ per cent, interest.* 

Loans from the Rxhial Electrification Administration 

In a previous chapter® reference was made to the promotional 
assistance obtained by rural co-operatives in the Tennessee Valley 

* Under Section IS (a) the T.V.A. issued, on 9 Jan. 1939, only obligations in 
the amount of $272,500 bearing interest at 2 1/8 per cent., due 1948, and sold 
at par to the United States Treasury. This amount was to enable two electric 
co-operatives to acquire properties and construct transmission lines. 

* Another power with the same effect has also been used, though sparingly. 
This is the strictly time-limited power possessed by the T.V.A. under Section 
4 (fc) to dispose of real property. Here, however, in order to honour fully Section 
12 (a), the T.V.A. did not purchase or construct property for the purpose of resale. 

* Such loans must be approved by the Federal Power Commission. 

^ * This money was first obtained by the T.V.A. from the Treasury, to which 

interim certificates bearing per cent, interest were issued, pending sale of bonds. 

* Cf. Chapter III. 
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area from the Rural Electrification Administration. This Federal 
organisation was established on 11 May 1935, not for the Tennessee 
Valley only but for the whole nation, “to initiate, formulate, 
administer and supervise a programme of approved projects with 
respect to the generation, transmission and distribution of electrical 
energy in rural areas”. Most of its loan funds as authorised by 
Congress were provided by the R.F.C. The establishment by 
President Roosevelt of this Administration was the culmination 
of a long process leading from the perception, many years before, 
of the value of electricity to rural production and welfare, and the 
observation that the private utility companies seriously neglected 
the rural areas, concentrating only upon the densely populated 
areas where large and easy profits were to be made. The R.E.A., 
with a large capital, fosters the establishment of electricity distribu- 
tion systems by making loans to rural co-operatives. It has officers 
throughout the country whose business it is to stimulate the estab- 
lishment of co-operatives and to induce associations of rural people 
to enter into loan contracts for this purpose. The R.E.A. also con- 
cerns itself in various ways with research and other measures for 
the reduction of distribution costs, for example, by means of cheaper 
transformers, line construction and accounting, and with the deve- 
lopment of cheaper appliances, teaching farmers how to make 
appliances at home. Of course, in its loan contracts, it insists upon 
the proper procedures for management and continually seeks to 
improve their administration, by personal contact between its own 
officials and the local managers and by correspondence. 

As to financing, the co-operatives served by the T.V.A. can be 
placed in three categories: (a) wholly financed by the T.V.A.; (b) 
wholly financed by the R.E.A. ; and (c) financed jointly by the T.V.A. 
and R.E.A. Before the R.E.A. was established, all the co-operatives 
obtained their funds, both for construction and acquisition, from the 
T.V.A. The R.E.A. is limited by statute to the financing of new rural 
lines and the acquisition of predominantly rural properties which 
can be used as a nucleus for the construction of additional new 
lines. While, therefore, the Authority has withdrawn from the field 
covered by the R.E.A., it has still been necessary for it to finance 
acquisitions by the co-operatives when the acquisitions which the 
R.E.A. was competent to finance did not offer adequate possibili- 
ties for additional rural electrification. On 31 December 1942, 
there were 45 co-operatives receiving service from the Authority. 
Six of these were wholly financed by the Authority, 28 were wholly 
financed by R.E.A., and 11 were jointly financed by T.V.A. and 
R.E.A. Of the six originally wholly financed by the T.V.A., two 
have already paid off their entire debt. 
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Loans from the Public Works Administration 

The financial co-operation of the Reconstruction Finance Cor- 
poration in the operations of the T.V.A., mentioned above, is only 
one of a number of financial devices additional to those of Congres- 
sional appropriations and the power of the Authority to issue bonds. 

Another is the assistance given to municipalities by the Public 
Works Administration to which reference has already been made.^ 
The Public Works Administration, a department of the United 
States Government, was established under the National Industrial 
Recovery Act, as modified and continued by the Emergency Relief 
Appropriation Act of 1935. It was the business of the Adminis- 
trator of this organisation to prepare and carry through a compre- 
hensive programme of public works, including the construction, 
repair, and improvement of public highways and parkways, public 
buildings and any publicly-owned instrumentalities and facilities; 
the conservation and development of natural resources, including 
the control, utilisation and purification of waters, prevention of 
soil or coastal erosion, development of water power, transmission 
of electrical energy, and so forth. In order to increase employment 
quickly, the Administrator was empowered to make grants to 
States, municipalities or other public bodies for the construction, 
repair or improvement of any such projects. Such grants were to 
be not in excess of 30 per cent., later increased to 45 per cent., of the 
cost of the labour and materials employed upon such projects. 
The Administrator’s office, of course, made every enquiry to 
determine whether the price the municipality was to pay, in 
constructing a distribution system or in buying it from the utilities, 
was a reasonable one. In either case, the municipality was encour- 
aged to plan for the lowest price of establishing its own distribution 
system. Where the utility claimed too high a purchase price, the 
city was encouraged by the possibility of constructing its own 
facilities with the assistance of the gift of 45 per cent, and for the 
rest a very long-term loan with low rates of interest. 

With such encouragement, eight cities in Alabama, two in 
Mississippi, eleven in Tennessee, and one in Kentucky, had been 
allotted total grants of $7,626,685 and given loans of $6,420,000 
down to 1 December 1937, a total aid of some $14 million against 
the approved estimated cost for construction of electric generation 
or distribution systems of nearly $24 million. By 30 June 1940, 
29 cities in all had actually received $6,302,196 in grants; while 
something less than $1 million in loans was still outstanding.* 

* Cf. Chapter III. 

* Cf. 77th Congress, 1st Session, House of Representatives, Independent 
Offices Appropriations Bill for 1942, Hearings, p. 512. 
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The cities usually decided upon the works leading to Public 
Works Administration, assistance by a special referendum on 
whether or not they should have a public electricity system. The 
P.W.A., however, laid down the policy that it would advance no 
funds until the city had satisfied the Administrator that it was 
unable, after reasonable efforts made in good faith, to acquire on 
reasonable terms and conditions the facilities of the existing private 
utility with which the project would compete. 

The Electric Home and Farm Authority 

As indicated earlier in connection with water power utilisation^, 
one very important method of promoting electricity sales is to 
develop the purchase of appliances. If the appliances are too costly 
there is a clear limitation on the outlet for electricity, and it is there- 
fore of the greatest interest to a generator of power to infiuence 
the cost and purchase of electrical appliances. This can, of course, 
be done by consultation with the dealers and manufacturers, and 
the T.V.A. has used this method. But it has also invented an 
ingenious financial device for promoting the purchase of apparatus, 
a special form of instalment buying. Under the authority of the 
President, by Executive Order, there was set up a public corpora- 
tion (incorporated in the State of Delaware) known as the Electric 
Home and Farm Authority (E.H.F.A.) which would buy from the 
dealer in electric appliances (who might be one of the utility com- 
panies) the note or bill given him as acknowledgment of debt by 
a customer who bought appliances from him. In other words, the 
E.H.F.A. was a financing organisation which, through the dealer, 
put credit at the disposal of the consumer for the special purpose of 
electric appliances. The dealer was enabled to do business and 
receive the price of his appliances at once from the E.H.F.A., which 
bore the risk. The dealer’s part in the transaction was threefold : 
to collect the instalments on the payment of the debt as arranged 
and transmit them to the E.H.F.A., and to assume the obligation 
of the contract; to promote the sale of appliances; and to co-operate 
with the E.H.F.A. and the T.V.A. in devising cheaper apparatus. 
This system was fostered by a guarantee of E.H.F.A.’s obligations 
given by the Reconstruction Finance Corporation, though the 
T.V.A. looked to the possibility that the credit might eventually 
come through the commercial banking system. 

It happened that the three directors of the T.V.A. were directors 
of the original E.H.F.A., and some doubt was raised whether the 
T.V.A. directors could hold this position consistently with their 


‘ Cf. Chapter III. 
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obligations under their own statute. They therefore resigned from 
the E.H.F.A. In 1935 the E.H.RA. was made national in scope, and 
afterwards did some remarkable things not only for the Tennessee 
Valley area, but for the whole country. It had a capital of $850,000, 
and contracts with 5,000 accredited dealers, to whom it was of great 
assistance, especially in the case of the smaller firms, by its arrange- 
ments for discounting paper. It was especially beneficial in financing 
electrical and gas equipment. Particular attention was given to 
financing the more expensive units of electrical apparatus, such as 
refrigerators, stoves, various cooking devices and cooling units, 
some of which have a high initial cost, but are of substantial continu- 
ing productive value. Down to the middle of 1941, the E.H.F.A. 
had financed no less than $40 million worth of purchases, with a 
total loss on collections of only $40,000. It had earned a surplus of 
$701,000, and had established a reserve for losses of nearly $340,000. 
Its rate of interest was lower than the market would charge (5 per 
cent, was its prevailing rate), and it operated in the smaller com- 
munities which the larger finance companies usually avoid. Its 
activity, with a yearly volume of business of about $17 million, 
was claimed to have helped to hold down interest rates and charges, 
and was of benefit to all concerned, buyers, utility companies, and 
dealers. The E.H.F.A. operated in some 37 States, and its con- 
tracts On 31 March 1941 numbered 284,000 in round figures. Of 
these-, over 46,000 were in the State of Tennessee, nearly 11,000 in 
Mississippi, over 6,000 in Alabama, over 26,000 in Georgia, 4,600 
in North Carolina, 1,500 in South Carolina — making 95,000 or just 
about a third of the total in the Valley States. The E.H.F.A. was 
dissolved in 1943, as war conditions made credit and supply for 
civilian use an anomaly. 


* 


♦ 


* 


The total capital outlay on the T.V.A.’s own undertaking 
and its municipal and co-operative power distributors to 30 June 
1942 is of the order of $707 million. In the provision of this. Con- 
gressional appropriations subscribed by far the largest share (some 
six sevenths) ; bonds issued to the public contributed the next 
largest sum, and Federal credit, development and public \vorks 
agencies, like the R.E.A., P.W.A. and E.H.F.A., supplied the rest. 
The last-named devices are particularly interesting as being sup- 
plementary to the main form of financing the T.V.A., namely, Con- 
gressional annual contributions. They supplied a special fillip to the 



THE FINANCING OF T.V.A. ACTIVITIES 


197 


various dynamic aspects of the T.V.A. ’s power business develop- 
ment. Whether it would be wise for development authorities in other 
countries to depend on the contingent annual grant of fresh appro- 
priations for their work would depend on the steadfastness of the 
political body responsible for the control of funds. The system 
worked successfully in the United States. Elsewhere the commit- 
ment of a capital sum adequate to a long-term, unified plan of works 
might require, at the very outset, the grant of a full capital sum or 
the establishment of some other form of guarantee, in order effi- 
ciently to fulfil the entire programme of works. 



CHAPTER XIII 


INDICES OF PROGRESS 

It is clear from the preceding discussion of the activities of the 
Tennessee Valley Authority that it has considerable achievements 
to its credit in this first decade of its existence. But its progress 
cannot be properly appreciated without some understanding of a 
number of general factors, some of which have contributed to its 
success, while others have limited its scope. Before stating the record 
of economic and social advancement, therefore, some attention is 
directed to these more general factors and particularly to the limita- 
tions upon T.V.A. enterprise. 

Limitations on T.V.A. Enterprise 

The T.V.A. operates in the highly developed economic area 
of the United States of America. This gives it various advantages 
and subjects it, in a sense, to various disadvantages. 

In the first place, the T.V.A. benefits by being able easily to 
draw on the accumulated knowledge, experience and educated 
personnel of public and private enterprise and all the institutions 
of research and training. Again, though it may suffer from railway 
charges that burden its goods as compared with those of other 
regions of the nation, at least there are cheap and excellent com- 
munications with markets and sources of supply. Furthermore, 
the T.V.A. operates in a settled country, and is not cut off from 
its vast economic background by such obstructions as man-made 
barriers (for example, tariffs) or hampered by natural obstacles 
(such as jungles, swamps, mountains or insect pests) which stultify 
economic development in primitive parts of the world. Compared 
with an3' authority conducting development works from the begin- 
ning in an underdeveloped economy, it enjoys tremendous ad- 
vantages. 

At the same time, however, since the T.V. A. exists in a mature 
economic society, it is unable to strike out along paths which may 
seem to it beneficial. It is limited by its Statute; by certain United 
States constitutional prohibitions; by psychological forces and 
interests which are e.\pressions of private enterprise. In the pre- 
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vailing climate of opinion, and having regard to the vested interests 
in the United States, to have sought to undertake a number of 
otherwise desirable activities would necessarily have aroused 
much opposition, and it is important to state clearly some specific 
things that the T.V.A. has not done nor sought to do before ap- 
praising its achievements. 

(a) The T.V.A. does not, like commercial concerns, sell the 
fertiliser it manufactures in the open market, nor seek to produce 
the quantities to satisfy such a market, although a number of legis- 
lators have at various times since 1919 urged that it should do so, 
and although, judging by the amount of electricity sold to industrial 
consumers, it has a plentiful surplus of power for such operations 
after having fulfilled its obligation to give preference to non-profit 
public agencies and co-operatives. Its fertiliser operations, there- 
fore, beneficial as they are, seem to go beyond the purely experi- 
mental, and yet not to reach out for the regional and national econo- 
mic advantages that might lie in production on a commercial scale. 

(b) Rather the same comment applies to T.V.A. experiments 
and investigations of various minerals and manufacturing and pro- 
cessing methods. It may sell or rent its patent rights; but it does 
not, either through its own labour forces, or, for instance, through 
co-operatives, conduct or encourage their local exploitation. 

(c) The T.V.A. does not sell electricity below cost. If it had a 
wider direct responsibility for executing economic plans of its own 
making as extensive and important as those embodied in Sections 
22 and 23 of the Statute, it might very well have chosen to sell less 
electricity to big industrial consumers and more to rural consumers 
below cost, even perhaps making free grants for important econo- 
mic purposes, for example, terracing by power-driven machines^ 
the operation of farming apparatus, or food processing. It sells 
to the rural consumer at the same prices as to the city consumer, 
and sometimes the price to the former is even higher by reason of 
certain surcharges. Can rural rehabilitation and the decentralisa- 
tion of industry develop as fast as may be desirable in these cir- 
cumstances? 

While it is true that one farm in every six was receiving electric 
service at the end of 1940 as compared with one in 28 in 1933, it 
should not be forgotten that there are still five farms out of every 
six without it. When the Majority Report of the Joint 
Committee Investigating the T.V.A. asserts that there is no evi- 
dence that the preferred consumers have suffered by reason of 
supplies being sold to industry, the question is raised whether small 
town and rural productive users could not absorb much more elec- 
tricity if prices to them were lower. 
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(d) After a short time the T.V.A. ceased to encourage produ- 
cers’ co-operatives.* There would seem to be substantial scope for 
the development of processing, canning, rural crafts and work shops 
(for example, in relation to the forestry policy of the T.V.A, and the 
woodworking industries) in order to open the way to part-time 
employment or opportunities additional to purely agricultural 
pursuits. Such co-operatives have, in many parts of the world*, 
proved to be valuable forms of industrial organisation and partic- 
ularly responsive to the provision of technical guidance and electric 
power. 

(e) TheT.V.A. has not pursued a policy of acquiring large public 
estates for public development. It has, of course, acquired some 
lands, particularly on the margin of the reservoirs, but even in the 
latter case it has restricted itself to the minimum and is tending 
to reduce its commitments. It was therefore unable to conduct 
certain programmes, for example, the encouragement and organisa- 
tion of the tourist traffic, and even more, the improvement of forests 
and forest management, with the breadth and at the speed which 
only public ownership can make possible. 

(J) In defining T.V.A. "planning powers" (Sections 22 and 23), 
the Statute gave no wide and substantial authority for the “general 
purpose of fostering an orderly and proper physical, economic and 
social development” of the area, but specified only that such plans 
and surveys could be made as “may be useful to the Congress and 
the several States". The President was given power to recommend, 
from time to time, legislation for this purpose and, among other 
things, for reafforestation and “the economic and social well-being 
of the people living in said river basin”. It cannot be said that 
there have as yet emanated from the T.V.A. for Presidential and 
Congressional consideration any plans of substantial significance in 
the sense of these articles, though the services referred to in Chap- 
ters V and VI and such reports as those on a phosphatic policy for 
the nation and inter-regional freight charges are of great value, as 
studies. 


Results Achieved 

Subject to the foregoing considerations, the T.V.A. has to its 
credit some beneficial achievements. Though it would be valuable 
to record the economic and social progress directly attributable to its 

. * of the Joint Committee Investigating the Tennessee Valley Authority, 

in Hearings, pp. 1458-1460. 

*Cf. League of Nations: Co-operative Action in Rural Life, Survey Prepared 
by the Co-operative Service of the International Labour Office for the Proposed 
European Conference on Rural Life, 1939 (Geneva, 1939). 



INDICES OF PROGRESS 


201 


activities arithmetically and unambiguously, this is a very difficult 
thing to do. 

There are three kinds of obstacle to any conclusive appraisal. 
In the first place, the T.V.A. has existed for barely ten years, 
and of that time much has been spent in foundation works, 
the full value of which will accrue only when all are in complete 
and integrated operation. Thus, all the dams planned and begun 
are not yet finished, but each additional dam adds a more than 
proportionate amount to the system’s output. Again, the full effect 
of navigation improvements will only be seen when there is a com- 
plete 9-foot system, when terminals have been built, and when all 
those concerned have become aware of the value of the new means 
of transport. In the development stage the expenditure is wholly 
disproportionate to the immediate returns, a fact well known to 
business promoters; it may be remembered that until 1938 theT.V.A. 
was "losing” on its power programme. More than this, the first 
year or two were a time of organisation and preparation, and shortly 
thereafter T.V.A. efforts were handicapped by legal obstacles. Some 
features of the scheme require a long time to catch on, but after a 
deliberate educative process, progress will come cumulatively. The 
best example of this is the farm demonstration programme. 

Hence, the statement of progress to the present, if in terms of 
immediate statistical records of gain, underrates the contribution 
of the T.V.A. There are still things in the making, where the work 
has been and is being done, the foundations have been laid, and the 
money disbursed, the returns on which will become concrete in a 
few more years. 

Secondly, there are some results which cannot be stated in 
figures at all, since the figures cannot be gathered. The T.V.A. 
area is not a closed statistical area like a nation with a guarded 
and custom-housed frontier over which the corporation exercises 
the power to command information. The States have this power 
in some respects; the Federal Government has it in others. But 
the T.V.A. falls in between. It cannot compel individuals to fill 
out statistical and other forms. Thus, for example, the T.V.A. 
cannot gather widespread information about savings or deposits 
before and since it came; such jurisdiction is in the hands of the 
other authorities referred to, and is indeed exercised in some res- 
pects by the Federal Reserve Bank system, but on a basis which 
does not at all coincide with the T.V.A. area. Similarly, the T.V.A. 
cannot verify the effect of its health activities in general, because 
people move into and out of the T.V.A. portion of the States, and 
any action by a neighbouring Government agency regarding the 
gathering of vital statistics is not within the jurisdiction of the 
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T.V.A. Hence, while some indices of progress are available, others 
are not, nor can they be deduced from figures collected by other 
agencies. 

Finally, even where the figures are available (for example, regard- 
ing the increase in employment since 1933), it is very difficult to 
segregate the contribution to economic advance of the T.V.A. 
itself, since the T.V.A. is only one factor among several, and a 
factor not fully co-ordinated with the existing governmental author- 
ities — Federal, State, county, city, and so forth. Great nation- 
al, even international, forces may be in operation, of which the 
T.V.A. becomes an instrument rather than a cause, raising or 
depressing the welfare of the Valley. The trends of international 
trade, of domestic investment, of general economic optimism and 
pessimism, have their influence which affects and screens the effec- 
tiveness of the T.V.A. itself. The same applies to the lesser causal 
effects of the other governmental and social agencies in the Valley. 
It is well, therefore, that the reader should have in mind the follow- 
ing indices from the United States Statistical Abstract: 


Wholesale prices 

Farm price? 

1026 Average ‘>100 

Auga iOOP^July 1914^100 

1929 — 95. 3 

1929 — 146 

1933 — 65.9 

1933 — 70 

1934 — 74.9 

1934 — 90 

lots —80.0 

193^ l'J8 

1936 — 80.8 

lyjo — 114 

1937 — 86.3 

1937 — 121 

1938 — 78.6 

1938 — 95 

1939 — 77.1 

1939 — 93 

1940 — 78.6 

1940 — 98 

1941 — 87.3 

1941 — 122 


With these warnings in mind, the progress in the Valley since 
the T.V.A. entered it, may now be appraised with reference to 
the Authority’s various activities. 

Electric Power Development 

The power operations of the T.V.A. are shown in the table given 
in an appendix on the basis of the T.V.A.’s own accountancy prac- 
tice, allocation of costs among the various purposes of the dams, 
and determination of the items entering into costs.* The financial 
results are very favourable, for electricity revenues now pay not 
only for electricity operations (including liquidation of debt) but 
for almost all other T.V.A. activities. In brief, the T.V.A. computes 
its investment in power facilities (straight line depreciation allowed 
for)^ as, roughly, $86 million in 1939, $179 m illion in 1940, $187 

* Cf. Table in Appendix I. Certain controversial issues arising in this con- 
nection are briefly considered in Appendix III. 

» The most severe method of loading the accounts with charges. 
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million in 1941, and §250 million in 1942. This means for 1939 a 
net return of 1.6 per cent.; for 1940, 2.5 per cent.; for 1941, nearly 
4 per cent.; for 1942, 4 per cent.*; and for 1943, an estimated 5 
per cent. 

There are clear benefits from the T.V.A.’s electric power 
activities. 

The principal benefit is the addition of some 2,000,000 kilowatt 
capacity to the already existing resources of the Valley, and the 
prospect within two or three years of about 850,000 kilowatts 
more. Output was already 6,000 million kilowatt-hourS in 1942; 
it should be 10,000 million kilowatt-hours in 1944. If this ca- 
pacity had not been added, and if the existing power companies 
had stimulated consumption by T.V.A. methods and at the 
T.V.A.’s speed — a hypothesis altogether unlikely, at any rate 
as regards speed — consumption might have reached its present 
level ; but it is more than likely that the amount consumed would 
have been generated by steam and not by water power. The hydro- 
electric capacity would have been wasted; it is now available for 
use. When the costs properly attributable to navigation and flood 
control are allowed for, the kilowatt-hour production costs much 
less than the best competing steam power. There is the long-run 
effect, also, that coal is conserved, or may be used for other pur- 
poses for which it is indispensable, and is rather cheaper than if 
it were still needed for the competing use. In view of the pre- 
dicted exhaustion of oil wells in the United States such water 
power is an important asset, and in time may even become an 
indispensable one. 

Secondly, the T.V.A. contributed largely to a rise in the con- 
sumption of electricity by residential customers from 55 kilowatt- 
hours per month in 1933 to 129 kilowatt-hours in 1944. (The United 
States national average was 50 in 1933 and 80 in 1940.) At the 
same time, the fall in price meant that by 1942 the average resid- 
ential customer in the Tennessee Valley was paying 18 per cent, 
less for a consumption of 51 per cent, more power as compared 
with the United States in general; the fall was from a residential 
rate of something like 4 cents and more per kilowatt-hour pre- 
vailing in the area to about 2 cents per kilowatt-hour. (The national 
average was 3.9 cents per kilowatt-hour.) 

Calculated on the basis of what would have had to be paid at 
T.V.A. rates for amounts consumed before the introduction of 
T.V.A. rates, the estimated annual consumer savings due to the 

* Expenses were greater than normal in 1942, owing to war demands for 
power in a year of unusually low-stream flow requiring the use of more expensive 
steam-generated power. 
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T.V.A.’s activities were $9 million a year distributed thus: 36 
per cent, to residential customers; 26 per cent, to industrial cus- 
tomers; 35 per cent, to commercial customers; and 3 per cent, to 
street-lighting customers. Most dties have earned substantial 
electricity surpluses at the above rates, making it possible to reduce 
their taxes or give better social services. Thus, in the fiscal year 
1941 municipalities and co-operatives earned a combined net 
income of $4,166,000; in the fiscal year 1942, $3,546,000; the 
amounts being available for improvement and expansion of the 
electric systems, retirement of power indebtedness, and the further 
reduction of taxes, after paying taxes and tax equivalents amount- 
ing to 6.54 per cent, and 5.93 per cent, of the power revenues in 
the two years respectively. Four million dollars is no mean per- 
centage of the total tax revenue of the cities. 

Thirdly, the T.V.A. has made cheaper power available for in- 
dustry, a gain especially important in electro-metallurgical indus- 
tries. This must mean either cheaper products benefiting the people 
both inside and outside the Valley, or more wages or more profits 
(or both) ; and in either of the latter two cases it cannot fail to result 
in increased purchasing power on the part of those connected with 
the industries. 

Fourthly, the T.V.A. has brought electric light and power to 
the farms. Thus, from one farm in 28 with electric service in 1933, 
there has been a rise to one in six; and the rates are the same as for 
the cities. The increase has been about fourfold in Tennessee com- 
ipared with less than double in the whole of the United States. The 
■consequences are that productive activities have been made easier, 
with a saving of labour and time, and some of the processes and 
appliances have made it possible to use resources which were wasteci 
before; for example, hay which could not be naturally dried, or 
sweet potatoes which could not be cured by the stove method ; and 
to preserve farm produce hitherto wasted, such as meat, fruit, 
•vegetables and butter. It can be imagined what this development, 
•when fully exploited, would mean to the Tennessee Valley (and to 
•other countries where terrain or climate make production difficult 
•or the preservation of perishable foods almost impossible), if these 
appliances, instead of being used by only a small proportion of the 
farmers, came to be the staple of farm economy. A survey of work 
methods in all but a few countries of the world shows that by far 
the majority of mankind, especially in rural areas, are still beasts 
•of burden. Electrical devices offer the opportunity of lightening 
this toil, and of converting a hand-to-mouth economy, which is a 
low-standard economy, into a more roundabout process in which 
Ihe goods produced can be put on a timetable of consumption 
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because in the meanwhile they can be preserved for consumption! 
or marketing. 

Electrification of the farms has thus contributed to nutrition 
improvement. It has also contributed to the farm demonstration, 
programme, which again will have its effects on diet. Moreover,, 
it has'added a new social value to rural life, and introduced a factor 
which to some extent may counteract the drift to the towns. The 
purchases of electrical apparatus in the T.V.A. area shown in the 
following table are not entirely or chiefly rural, but they reflect both 
rural and urban equipment with labour-saving and productive 
inventions and amenities: 


Fiscal year 


1938 

1939 

1940 

1941 

“ Sales in the United States in 1940 were 
dollars per residential customer in the T.V.A. t 


Sales of electricity appliances, 
domestic retail price 

1,612,000 

3,688,000 

12,500,000“ 

18,500,000 

per residential customer compared with $46 


Finally, T.V.A. electric policy has acted as a stimulus to the 
lowering of electricity rates by other agencies in the Valley and 
outside, as the following table shows: 


Electric system 

Average rate per kwh. 
cents 


1933 

1937 

1938 

1939 

1940 

1941 

U.S. entire industry 

5.49 

4.39 

4.14 

4.00 

3. '84 

3.73 

Alabama Power Co. 

4.62 

2.97 

2.85 

2.76 

2.70 

2.73 

Birmingham Electric Co. 

5.92 

3.74 

3.45 

3.23 

2.77 

2.75 

Georgia Power Co. 

5.16 

3.04 

2.93 

2.84 

2.74 

2.74 

Kentucky Utilities Co. 

6.25 

5.05 

5.01 

4.92 

4.64 

4.41 

Louisville Gas & Electric Co. 

5.68 

3.77 

3.71 

3.54 

3.28 

3.10 

Tennessee Valley Authority. 


1.83 

1.95 

2.16 

2.06 

2.05 


Navigation Benefits 

The development of the river is not yet complete. On com- 
pletion of the scheme in 1944 there will be a minimum 9-foot 
draught and the whole Valley will be linked with the great inland 
waterway system going as far afield as the Great Lakes and the 
Gulf of Mexico. So far, the T.V.A. has made available a continuous- 
and commercially useful channel 464 miles long from the mouth, 
of the Tennessee to Chattanooga. 

Yet even with this incomplete system river traffic is increasing- 
These are the figures: 
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TRAFFIC ON THE TENNESSEE RIVER, 1928-1941 


Totals 

Selected commodities 
in tons 

Calendar 

Total 

Total 

Forest 

Petroleum 


Pig 

Auto- 

year 

million 

tons 

million 

ton-miles 

products 

products 

Grain 

iron 

mobiles 

1928 

2.17 

46.40 

228,738 



26,000 


1929 

2.04 

38.40 

197,341 

— 

— 

31,000 

— 

1930 

2.46 

46.70 

200,832 

— 

— 

— 

— 

1931 

1.24 

27.70 

94,975 

— 

— 

— 

— 

1932 

.74 

16.34 

60,566 

— 

— 

— 

— 

1933 

.94 

32.65 

84,855 

— 

— 

— 

— 

1934 

1.49 

43.15 

103.222 

— 

— . 

— 

— 

1935 

1.89 

69.40 

111,042 

— 

— 

— 

— 

1936 

2.16 

66.40 

171,010 

— 

— 

— 

— 

1937 

1.37 

55.33 

209,943 

— 

— 

— 

— 

1938 

1.06 

55.68 

131,859 

62,568 

— 

— 

— 

1939 

1.11 

91.31 

128,219 

103,201 

6,001 

2,262 

— 

1940£ 

2.16 

97.42 

141,699 

90,967 

43,140 

12,832 

1750 

1941« 

3.09 

138.40 

166,880 

115,375 

85,232 

16,608 

6,180& 


0 Represents approximately 130 automobiles. 
o Represents approximately 4,100 automobiles. 
^ Preliminary. 


This shows a fall in traffic between 1930 and 1939 due, in large 
part, to the general economic depression, but thereafter a sharp 
rise in ton-mileage, due in part to the lifting of the depression but 
also to the improvement of the river channel. There is at present a 
degree of traffic ascribable directly to the war. Yet, since until the 
outbreak of the war the trend of traffic in ton-miles was upwards, 
a permanent benefit may be conceded. Working on a conservative 
basis, and after a widespread survey, the T.V.A. has estimated an 
upward trend which in 1945 (the first full year after the improve- 
ment is completed) will reach 2,600,000 tons, or over twice the pre- 
sent non-Government movements on the river; and in 1960, 
6,173,000 tons. The T.V.A. also estimates savings to those who use 
the river now at $3,450,000 in 1945 and annually on that basis; and 
when the river is used on the 1960 basis, at $8,000,000. These deve- 
lopments are postulated on the building of terminals, the establish- 
ment of common carrier services, the establishment of truck barge 
rates, and the growth of the shipment of very miscellaneous cargoes 
into and out of the Valley. 


Flood Control Benefits 

To an area afflicted by large and small floods, the T.V.A. has 
brought a sense of security and relief from damage. So far as can 
humanly be foreseen, the flood control programme has eliminated 
the risk of flood; its capitalised value to the alluvial valley of the 
Mississippi is calculated at some $200 million. Chattanooga can be 
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spared occasional annual damage of some $1 million a year. Besides 
this, the T.V.A.’s contribution has saved lives, and has averted 
the stoppage of current business and other activity during floods, 
and the waste of time and material by many public agencies in 
taking remedial and rescue measures. 

Farm Demonstration Benefits 

The number of farms affected by T.V.A. demonstrations in 1942 
inside and outside the Valley was some 27,000. The number of 
farms within the Valley was 23,000. The number of acres concerned 
in the Valley was nearly 3,300,000, equivalent to one in four of the 
total farm acreage. If the improvements accomplished on these 
farms had been all that the T.V.A. intended, they would already 
have represented a substantial improvement in the standard of 
living of the Valley; but, as already explained, the farms are demon- 
strations, and have affected farm methods among neighbours. 
There is no estimate of the numbers indirectly affected, but some 
indication of indirect value is shown by the fact that in Alabama 
about 24,000 farmers visited 81 demonstration farms in a 3-year 
period. 

Detailed results are not yet available on a comprehensive 
enough basis, but sample studies have been made of which some 
illustrations are given in Appendix I. They indicate highly favour- 
able trends in all the States. Thus, since 1934, there has been on 
the demonstration farms quite a substantial decrease in the land 
left idle and that formerly devoted to destructive crops like corn 
and cotton. There has been an increase in hay and pasture acreage 
and in the number and quality of livestock and poultry. A consi- 
derable rise in milk and egg production has followed, leading, in 
Alabama, to the installation of cheese and butter-making plants. 
A very large advance is noticeable in the per acre yield of cover 
crops, of hay, and in the saving of seed. Particularly valuable has 
been the increase in winter legume cultivation. In some cases it is 
apparent that the chief benefits are yet to come, for many farms 
have preferred to reduce their cash crops and undertake soil con- 
serving practices which are certain to result in more considerable 
production and cash crops than before. 

Forestry and Fishery Prospects 

The T.V.A. has caused the planting of some 150 million trees. 
Some of these are for timber, others for their crops. Some have been 
planted with special concern for the arrest of soil erosion and the con- 
sequent prevention of the silting up of the river and the reservoirs. 
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It cannot yet be estimated with accuracy how much silting has 
been avoided by the plantings, since observations over many years 
will be needed to verify predictions. It will also be some decades 
before the improved crop-bearing trees show results, and with them 
their effects upon local diet and the improvement of livestock. 

As for the growth of timber for industrial purposes and uses, 
here again the full measure of benefit is a matter of the future. But 
since there is a calculable relationship between trees cut down and 
planted, it can already be said that the alarming waste of the pre- 
T.V.A. days has been arrested (although war needs have speeded 
use abnormally) and that it is clearly foreseeable that the area will 
once again be a tree-bearing district with an increasing number of 
trees, based upon a proper timber economy. 

If the measures proposed and stimulated by the T.V.A. are 
carried out, then according to T.V.A. estimates the number of 
people employed in wood industries will in the course of time be 
increased from 72,000 to 150,000 and the earnings from these indus- 
tries will rise from $51 million to $200 million. 

It will be realised from what has already been said on forestry 
prospects that where a development agency is concerned with re- 
sources, the growth or the maturity of which (as in the farm demon- 
stration scheme) must depend upon nature, the results of the deve- 
lopment plans can only be seen in the span of time which nature 
imposes. In the present case this span is the time required for the 
maturity of trees, and the task of the Authority is rather to clear 
away the obstacles to their planting and natural growth, and to 
plan for the utilisation of the products as they become available. 
This takes time. 

The average loss of timber by forest fires in the Valley has equal- 
led an area of some 700,000 acres per year, or 5 per cent, of the total 
forest cover, being equivalent to a total burning every 20 years. 
Although there is not at present any definite indication of progress 
in this field, it is expected that the T.V.A. educational and adminis- 
trative activity will help to reduce this waste in due course. 

T.V.A. research and stimulation of attention to fisheries in 
the river, the sorting out of rough fish and stocking with improved 
varieties has already brought some addition to the Valley’s welfare 
and is certain to increase this very largely. In 1940, 5 million pounds 
of fish were taken in five T.V.A. reservoirs. 

Benefits from Industrial and other Processes 

The processes and equipment for farm and other use produced 
by the efforts of the T.V.A. were described in the chapters on the 



INDICES OF PROGRESS 


209 


advancement of economic opportunity and the people’s social 
well-being, but the benefits may here be summed up in words, if 
not in figures. 

(1) Some resources have been discovered, especially a number 
of minerals which, with the improvement of technology and con- 
temporary industrial demand, are sure to be of economic benefit 
to the region and the nation. Among these are: china clay, alumi- 
nium-bearing clays, vermiculite, mica, etc. 

(2) The T.V.A. has demonstrated the economic availability 
and use of certain resources, for instance, the processing of clay 
for porcelain and the processing of cottonseed. 

(3) The T.V.A. has demonstrated processes to preserve foods 
for home use or shipment by freezing or preserving fruit and vege- 
tables, by dehydration, and by refrigeration (community refrigera- 
tors, etc.). These processes may have a very great effect upon 
the economy of the area when they are fully developed. Hitherto, 
some of the products have been wasted as a result of weather con- 
ditions and because of the lack of transport facilities at economical 
rates. Others, again,‘have been sent out of the area to be processed 
elsewhere. The processing will save much of the expense of trans- , 
port and the waste by spoiling, thus encouraging farm methods 
more diversified than before, to include cultivation of the hitherto 
non-storable products. 

(4) The T.V.A. has invented or adopted special apparatus, 
instrumental to agricultural processes, such as the cottonseed 
cooker, furrower, the seed harvester, the hay dryer, the tobacco 
dryer, the ham curer, the corn shucker. Its work in this respect 
has consisted largely in adapting known instruments to the kind 
of agricultural conditions prevalent in the Valley and to the small 
cash income of its farmers. By its blueprints it has enabled farmers 
to make the apparatus; while private manufacturers are already 
producing equipment on the basis of its designs. 

(5) In connection with some of these processes and instruments 
there are patent rights. Hitherto, the amount annually obtained 
by the T.V.A. for the use of these rights has been small; but in 
terms of long-range policy the T.V.A. aims at getting the inven- 
tions used rather than making a money revenue from their use. 

Emphyment Opportunity and General Welfare 

In discussing the employment opportunities created by the 
T.V.A.’s activities, the direct employment provided by the T.V.A. 
itself since it began operations cannot be left out of account. The 
T.V.A.’s own labour force rose from 7,114 in July 1934 to a peak 
of 41,211 in July 1942, and was 33,759 in January 1943. 
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The development of electricity distribution in the co-operatives 
and the cities has added additional employment opportunities to 
those existing before. It is true that the T.V.A. system is coincident 
with the area of operation of the former power companies, and that 
the major effect has been rather the transfer of management. But 
the total consumption and number of consumers have increased 
and there has been a consequent increase in the numbers serving 
them, and though the exact comparative figures are unobtainable 
an appreciable increase in employment in the electricity supply 
trade must also be assumed. 

A number of people throughout the United States have also 
had employment since 1933 producing equipment and raw ma- 
terial used in the construction of the dams, the cement, the cables, 
the transmission lines, turbines, shovels, concrete mixers, steel 
sheeting, and all ancillary apparatus. This number cannot be de- 
termined, but may be surmised from the figures of T.V.A. annual 
purchases of materials. Thus, the T.V.A. has spent an annual average 
of $20 million on materials. Assuming that 70 per cent, of this 
went to labour, then at $1,500 per year some 10,000 persons would 
have been employed. A large part of this gain is due to the T.V.A.’s 
development efforts, even supposing that in its absence others 
might have done the job. 

There has, further, been a perceptible growth of industry in 
the Valley. The industries which show an increase from 1930 to 
1940 in the T.V.A. public power area are: forestry and fishing, con- 
struction woodworking, paper, chemicals, textiles and rayon, 
hosiery, garments, shoes, upholstering, aluminium, food products and 
public utilities. There has been a decrease in iron and steel. Besides 
this, there has been an increase in employment in relation to trade, 
finance, and professional occupations. The extent of increase in 
urban population and employment in the various industries may 
be seen in the table opposite from the United States census. 

Another measure of industrial activity is provided by the in- 
crease of wage earners and their wages and the value added by 
manufacturing. This is shown for 1929, 1935 and 1939, as follows: 

MEASTJRES OF INDUSTRIAL ACTIVITY, 1929, 1935 AND 1939 
T.V.A. PUBLIC POWER AREA 

1929 

Wage earners (thousands) 136.4 

Wages (millions) Si 12.4 

Value added by manufacturing (millions) $327.1 
Source: Census of UanufatiurtTS. 

Again, these data may be set out in a different form in order to 


1935 

1939 

124.6 

147.4 

S 84.7 

$113.8 

$228.5 

$316.3 
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give comparison with trends in the seven Valley States and in the 
United States as a whole. 


DISTRIBUTION OF POPULATION, AND DISTRIBUTION OF EMPLOYMENT 
IN SELECTED CLASSIFICATIONS, 1930 AND 1940, T.V.A. PUBLIC 
POWER AREA (145 COUNTIES) 

(in thousands) 


Distribution 

1930 

1940 

Per cent, change, 1930-40 

Power 

area 

Seven 

Valley 

States 

United 

States 

Population 




H 


Total: 

3,670.1 

4,036.8 

10.0 


7.2 

Rural farm 

2,028.9 


2.9 


0.2 

Rural non-farm . . . 

667.5 

812.6 

21.8 

■^1 

14.2 

Urban: Total 

973.7 

1,137.3 

16.8 

16.9 

7.9 

2,500-10,000 . . . 

269.3 


11.5 

18.6 

10.3 

10,000-100,000 . . . 

71.8 

136.9 


18.4 

12.3 

100,000 and over . . 

632.6 



13.7 

4.6 

Employment 






Forestry and fishing 

29.1 

31.7 

'9.0 

11.6 


Extraction of minerals. . 

17.3 

16.4 

-5.6 

-4.0 


Construction 

38.1 

54.1 

42.0 

28.8 


Manufacturing: Total . . 

155.5 

164.5 

5.8 

8.3 


Woodworking 

9.1 

9.6 

5.7 

11.0 


Paper 

6.7 

10.1 

49.6 

56.5 


Chemicals 

10.4 

12.3 

17.8 

16.1 


Iron and steel 

23.1 

13.9 

-40.1 

-47.8 


Textiles and apparel . . 

47.8 

68.0 

42.4 

47.3 


Food products 

12.6 

17.6 

39.7 

51.9 


Public utilities 

57.3 

58.6 

2.2 

0.3 


Trade 

158.7 

175.7 

10.7 

13.6 


Finance 

18.4 

20.1 

9.3 

10.6 


Professional 

55.5 

66.7 

20.1 

18.6 



Source: Census of Population, 1930 and 1940. 


•COMPARISON OF TRENDS IN MEASURES OP INDUSTRIAL ACTIVITY 
IN THE T.V.A. PUBLIC POWER AREA (145 COUNTIES), 
SEVEN valley STATES, AND THE UNITED STATES 


{1929=100) 


Subject 

Power area 

Seven Valley 
States 

United 

States 

1935 

1939 

1935 

1939 

1935 

1939 

Wage earners 

91 

108 

93 

114 

86 

94 

Wages 

■ 75 

101 

82 

109 

67 

84 

Value added by manu- 
facturing 

70 

97 

65 

95 

62 

81 
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Some indication of increasing welfare is discernible in the busi- 
ness statistics, that is, sales and receipts of retail and service estab- 
lishments, although the warning pven earlier regarding changes 
in the price level and the effect of the great nation-wide causes of 
prosperity or depression must of course be borne in mind. The com- 
parison between the power area, the seven Valley States and the 
United States figures shows the power area substantially better 
off than the Valley States and considerably better off than the 
whole nation. 

Since over one half of the State of Tennessee lies inside the 
T.V.A. area, incomes in Tennessee in the years 1929 to 1941 com- 
pared with those of the United States as a whole may be regarded 
as especially significant in showing a favourable trend. From the 
standpoint of family income the trend is even more favourable than 
for the per capita income, since the size of the Tennessee Valley 
family unit is greater than in the United States in general. 


PER CAPITA INCOME PAYMENTS IN ALABAMA, MISSISSIPPI, TEN- 
NESSEE, and in the united STATES, 1933 AND 1940 


Area 

Per capita income 

1933 

(dollars) 

1940 

(dollars) 

Per cent, increase, 
1933-40 

United States 

368 

579 


Three States 

149 

274 


Alabama 

139 

268 


Mississippi 

121 

220 

82 

Tennessee 

181 

320 

77 


^urce: UurrED States Department op C^kmep.ce: Survey of Current Business, July 1942. 
Bstimates of 1933 popuUition used in computing the 1933 per capita income were taken from 
Statistical Abstract of the United States, 1939. 


Perhaps some further indication of increasing welfare, as result- 
ing from the combined power, industrial and agricultural improve- 
ments, or at least an increasing confidence in its advent, may be 
seen in tAVO indices: (c) the fairly sharp rise in new dwelling units, 
and (6) increased sales and receipts. Between 1935 and 1940, the 
number of new dwelling units construction as a percentage of the 
total existing in 1940 was nearly 13 per cent; “urban construction” 
was 7.2 per cent., "rural non-farm” was 20.5 per cent, and “rural 
farm” was 13.2 per cent, of the total units in their respective catego- 
ries. These figures are for the T.V.A. Public Power Area.* In sales 
and receipts the T.V.A. Power Area shows a much more marked 
rise between 1933 and 1939 than the United States as a whole and 
the seven Valley States: 


» Census of Housint, 1940, Vol. II. 
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SAEES AND RECEIPTS OF REPAID AND SERVICE ESTABLISHMENTS, 
T.V.A. PUBLIC POWER AREA (145 COUNTIES), SEVEN VALLEY 
STATES AND UNITED STATES, 1933 AND 1939 
(t» thousands) 


Region 

Total 1933 

Total 1939 

Per capita 
1939 

Per cent, 
change. 
1933-1939 

Power area 

$ 408,435 

$ 762,321 

S189 

86.6 

Seven Valley States 

2,207,410 

3,992,947 

198 

80.9 

United States 

26,762,339 

45,462,207 

345 

69.9 


Source: Census of Business. 


The increase in the tourist traffic since the opening of the dams 
and the installation of recreation facilities should also be counted 
into the employment opportunities and money turnover. On this 
it is possible to offer only some arithmetical surmises of the benefit 
accruing to the Valley. Thus, there has been a stream of visitors 
to the T.V.A. dams. Registration is not required at all dams, but 
conservative estimates count these at an average of about one mil- 
lion a year, although since 1937 the numbers have been one and a 
half million rising to over two million in 1940. According to figures 
of the United States Travel Bureau, North Carolina received $100 
million and Tennessee $81 million from recreation travellers in 1938. 
Not all of this came to the Tennessee Valley parts of the State, and 
by no means all can be attributed to the T.V.A. programme. 
Further, no figures are available from the portions of the other five 
States falling in the T.V.A. area. But the figures given are an indica- 
tion of the magnitude of the T.V.A.’s recreational value and of 
what may be expected when the chain of lakes, the mountains and 
forests are fully prepared to receive visitors and tourists. It is 
estimated that recreation travellers in Knoxville in 1939 spent an 
average of $4 a day per head ; and Knoxville's income from recrea- 
tion travellers in that year was estimated at $3 million. Fishermen 
spent variably $6 a day. Sporting equipment is being sold much 
more substantially; fishing tackle and boats, for example. In 1934 
there were two small boat-building and repair shops in Knoxville ; 
in 1939 there were nine. 

Population and Health 

Migration. 

It has been noted that the Tennessee Valley was an area of emi- 
gration, which would to some extent imply that its younger people 
were seeking opportunity outside the region. Though it is impos- 
sible to isolate figures for the Valley itself, a related computation 
shows a slowing down of this trend. The figures for Tennessee are 
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more significant than the others, if it is recalled that by far the 
largest portion of the Valley lies in Tennessee, and that the major 
operations of the T.V.A. occur in there. The decline in migration 
from the State in the decade 1930-40 over that of 1920-30 is shown 
in the following table. From 1920 to 1930 altogether 120,000 (net) 
migrated from Tennessee; between 1930 and 1940 the figure 
declined to 31,000. 


estimated net civilian migration in relation to population, 
1920 TO 1930, AND 1930 to 1940 


Region 

Average number of 
migrants per year 

Average yearly 
migration rate 

1920-1930 

1930-1940 

1920-1930 

1930-1940 

Virginia 

23,600 

900 

1.0 


North Carolina 

1,000 


— 

0.3 

Georgia 

41,900 

14,800 

1.5 

0.5 

Kentucky 

20,800 

11,600 

0.8 


Tenn(!ssee 


3,100 


0.1 

Alabama 


19,800 

0.6 

0.7 

Mississippi 

10,500 

8,100 

0.5 

0.4 


Source: Henry S. Srryock, Jr., Bureau of the Census: "Internal Migration and the War", in 
Journcl of the Americon Statistical Association, p. 20. 


Health. 

For reasons given earlier in this chapter it is not possible to 
offer any statistics to show the effect of T.V.A. activities on the 
health of the area. The general judgment of those concerned, and 
of the civic bodies, is that health has at least been maintained ; and 
that, in particular, the measures taken against malaria have pre- 
vented any increase in the disease in the face of a grave additional 
threat. 

Recreation. 

The T.V.A. has brought to the Valley the opportunity of out- 
door recreation and some figures of the extent to which its facilities 
have been used indicate an increase in welfare from this cause. 
This does not show itself in monetary terms, as the facilities are 
free, though it is partly reflected in the increased turnover in the 
sales and receipts of retail and service establishments and in receipts 
from tourists. Rather is it reflected in the direct benefit that comes 
from the many outdoor activities made possible by the lakes, and 
parks built by the T.V.A., or by the States under its stimulus, and 
the care for scenic opportunities, roads and other facilities for 
access to them. 
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Social Gains 

How the T.V.A. fosters better educational opportunities, library 
service, job training, apprenticeship and rural education has already 
been described. These and its other activities have been conducted 
in a scientific, humane and up-to-date spirit, and through demo- 
cratic institutions. It has consciously sought to make clear the 
meaning of the integrated development of resources to the people 
of the region and the potential value of such development in raising 
their standard of living. It has vivified interest in the Valley, and 
given hopes to the local population. It has contributed to turning 
the people’s attention to the local government institutions of the 
area by its local government studies and has stimulated the univer- 
sities by posing problems, suggesting and co-operating in research, 
and in some cases (for example, in public health) making grants in 
aid of their work. In an age when social and economic welfare is 
bound to depend more than ever on the science and art of adminis- 
tration, that is, the organisation, management and application of 
employees and skill to achieve a collective end without waste of 
effort and material, the T.V.A., by the conscious planning of its 
activities and methods, has been a notable experimental model, 
and its successes have been invaluable demonstrations. 

Although it is in the nature of things as yet impossible conclu- 
sivLly to Uciiionstrate in figures the impact of the T.V.A, on every 
aspect of the Valley’s progress, the general feeling of the population 
cannot be omitted as evidence of improvement. When the T.V.A. 
entered the Valley, it was met, as it were, by a large question mark. 
That question mark dwindled under the influence of the farm 
demonstration programme and of much reduced bills for electricity 
service. As the full breadth of the T.V.A. ’s multi-purpose pro- 
gramme became clearer, and each branch of its benefits became 
more manifest to the public in practical development, the question 
mark was replaced by a note of enthusiasm and of co-proprietor- 
ship. A very large proportion of the population now talk of "our 
dams’’ and “our T.V.A.’’ with pride. The people of the Valley, 
individually and through their many civic organisations, now 
believe that their welfare has been increased, that it will be further 
increased, and that the cause is the T.V.A., and they look with 
disapproval on any measures which would seem to diminish the 
powers and strength of the T.V.A. It would be a mistake to ignore 
testimony of so widespread and steady a nature. 



CHAPTER XIV 


THE PROBLEM OF AN INTERNATIONAL T.V.A. - 


The T.V.A. AS A Model 

This examination of the functions and operation of the T.V.A. 
was undertaken for two reasons: to record an experience valuable 
to those generally interested in the possibilities and conduct of 
public development works, and, more especially, to distinguish 
the problems facing an international agency seeking to assist the 
development of the resources of underdeveloped countries. In the 
Introduction attention was drawn to the growth of opinion favour- 
able to the establishment of such an agency. The purpose of such 
an institution — an international resources development authority’ — 
would presumably be to contribute to raising the standard of living 
in underdeveloped countries by means of long-term credits and 
technical assistance which would foster economic enterprise. In some 
degree, which would have to be the object of serious enquiry, finan- 
cial assistance and administrative support of these enterprises would 
come under the general good offices of such an international agency. 

From the facts presented in the body of the study may be 
deduced the implications of the T.V.A. for international action, 
and the possible alternative solutions can be appraised. But no 
demonstration model can be regarded as suitable for adoption in every 
identical feature by other countries, or even in other areas of the 
same country, in the expectation that identical results will follow. 
The T.V.A. is not transplantable without reservations and qualifica- 
tions; its characteristics merely help to bring out the problems and 
to suggest alternative solutions. 


* On 24 November 1943 the United States Treasury published a proposal for 
the establishment of an international bank of reconstruction and development. 
The "Bank of Reconstruction and Development of the United and Associated 
Nations" would provide for the establishment of a fund of 10,000 million dollars 
to be used for collaboration with, and as a supplement to, private long-term 
investment for the purpose of stimulating the development of productive resources 
of underdeveloped countries; the fund is to be used either as guarantees of private 
investment or as direct loans made by the Bank where the borrower has failed 
to obtain credits from private sources on reasonable terms. 
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The Value of Development Schejies 

The cardinal feature of the T.V.A. is that it was deliberatelj'' 
established and given responsibility for the welfare of an under- 
developed area. 

It was the answer to a complex of economic and social 
problems, which involved the relationship between a nation and 
one of its regions, poverty-stricken, but with resources capable of 
development.^ National authorities felt that the welfare of any 
region of the United States was an important contribution to the 
whole nation, and were convinced that the particular area’s own 
latent wealth should be promoted. The feeling, expressed in the 
conservation movement, had long been growing that the resources 
belonged to all the people who made up the U.S.A. ; and that this 
implied the responsibility of all for the development of such re- 
sources in whatever area they existed. That the Valley should be 
ignored and the scope and pace of development set entirely by 
private enterprise was ruled out. 

With this evolution of the T.V.A. in mind, it may be asked 
whether the richer nations of the world recognise the value to world 
economy of international assistance to the underdeveloped areas 
within it. The world is full, as the Tennessee Valley was full, of 
as yet unexploited or -not fully exploited industrial opportunities 
and the auxiliary transport and distributive facilities. There are 
mineral resources, agricultural possibilities, and underemploj'ed 
labour power all over the world awaiting utilisation. There are 
rivers and canal systems, railway systems, roads, harbours, dock 
facilities, power resources, and, particularly in our own day, air, 
transport arrangements, awaiting full development." As with the 
T.V.A., the international problem is not merely one of the discovery 
and exploitation of resources, but of making them available.® As 
the T.V.A. has proved valuable, instead of harmful, to the whole 
of the United States of America, international development works 
may play the same part in the world economy at large. 

A very serious problem, among the several which led to the 
establishment of the T.V.A., was the need to provide employment. 
It was thought there would be direct opportunities of employment 
on the construction job itself and that substantial orders for con- 


* It has been calculated that two thirds of the world’s total output of wcaltn, 
that is, economic goods and ser\'ices, are produced in the industrial countries con- 
taining less than one third of the world’s population; and that ubojjt ^ 

world's total production is provided in four countries. Cf. Colin Clark: Conoi- 
//o«f ff/ Economic Progress London, Alacmillan, 1940), pp. 2 and 3. 

* Cf. Chapter V. 
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struction and operating equipment would support employment 
in the industries providing it. After the T.V.A. was started the 
problem was how to use the developed resources to increase the 
opportunities and profitability of labour and so raise the standard 
of living. 

Migration of Workers or Migration of Capital? 

One of the results of the stagnation of agriculture and industry 
in the Tennessee Valley was a steady migration from there to other 
parts of the United States. The T.V.A. was itself faced with the 
problem of improving the land of the Valley, assisting the re- 
located families into new homes, and applying better farm prac- 
tices or assisting families to settle outside the Valley. Without 
better land to go to and a knowledge of better methods of farming 
it was no use taking the second course. Such a course was also 
regarded as defeatist, since it was believed that the land could be 
developed and the family made more prosperous; and indeed, side 
by side with the T.V.A., there was the action of the Farm Security 
Administration and the Farm Credit Administration, the first 
assisting the poorer farmers by loans, grants and guidance, and the 
second by credits.^ Migration is, of course, a possible, but a difficult 
solution for the problem of people who live in underdeveloped 
areas; but, whereas migration to areas of better opportunity in the 
United States of America was open to the inhabitants of the Ten- 
nessee Valley because the whole territory was one area of common 
citizenship, such action is not so simple on a world scale for 
would-be migrants from underdeveloped countries to countries 
which will afford them greater opportunities. If peoples in the less 
developed countries are denied the alternative open to the people 
of the Tennessee Valley, then Governments may be more easily 
persuaded to furnish credits and technical assistance. 

The T.V.A. is an attempt at intensive cultivation of a particular 
area now that (as the economists affirm*) “extensive” development 

‘ Cf. Chapter IV. 

*For example, Hansen; Fiscal Policy and Business Cycles, 1941, Chapter 
XVI; Temporary National Economic Committee in Hearings, Part 9; and ibid., 
Currie, pp. 3520 el seq., where it is argued that the economic opportunities for 
investment available in the 19th century were the consequence of there being 
vast uncultivated or semi-cultivated areas and great demand for goods by an 
increasing population. More recently, it is argued, the basic capital installa- 
tions — mines, railways, factories, telecommunications, etc., have been provided 
and required, not total replacement, but only maintenance, repair and improve- 
ment. Even such improvement, it is argued, gives more productive results with 
less capital outlay than before. Hence, economic expansion is to be sought by 
more_ intensive cultivation, industrial and otherwise, of the opportunities still 
remaining. _ Even then it is thought difficult to discover ways of using all the 
natural sayings and feared that in default of a comprehensive fiscal policy some 
of the savings may be simply sterilised by hoarding. 
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over the whole country has already established a mature economic 
structure. Development by the T.V.A. offered a further outlet 
for the constantly increasing savings of the community, and served, 
moreover, as a means for the transfer of capital goods from the 
more to the less developed areas of the U.S.A. Attention may also 
be drawn to the principle on which the Electric Home and Farm 
Authority, connected with the T.V.A., operated. The United 
States Government guaranteed credits (that is, somebody’s savings) 
to dealers in electric apparatus who, in turn, could stimulate sales 
by granting credit to purchasers of the equipment. The U.S. Gov- 
ernment thus, in effect, gave the purchasers of apparatus time in 
which to save to pay, and contributed to employment oppor- 
tunities in the electrical apparatus industries. 

Public Supplements to Private Investment in the 
Tennessee Valley 

The usual private channels of investment were, in the case of 
the T.V.A., unable to supply the capital — 600 million dollars — 
a period lohg enough to achieve results. In terms well known 
to readers of The Wealth of Nations^, the problem was not soluble 
except by deliberate unified planned provision. A large investment 
had been made in the area by the electric utilities, but that did 
not at all touch the question of establishing the works necessary 
to improve navigation, control floods, develop the hydroelectric 
possibilities, cope with soil erosion, confront the problem of reaffores- 
tation, take the risks of encouraging rural electrification, and plan 
the development of the mineral production and processing work 
of the area. Mr. Henrj' Ford’s bids for purchase and lease at Muscle 
Shoals were found unsatisfactor}"^ for two instructive reasons: some 
legislators thought the entrepreneur’s reward was an excessive 
share of the resources to be developed, and others were uncertain 
whether, even if a single entrepreneur in his own lifetime could 
successfully conduct the exploitation of such mighty resources, it 
would be wise to trust to the ability of unknown successors. 

Which Resources? 

The United States Government could have chosen to pay no 
special attention to the Tennessee Valley at all, and to promote 

* Book IV, Chapter IX. "According to the system of natural liberty the 
sovereign has only three duties to attend to; three duties of great import^ce 
indeed, but plain and intelligible to the common understanding . . . and thirdly, 
the duty of erecting and maintaining certain public works and certain public 
institutions which it can never be for the interest of any individual or small 
number of individuals to erect and maintain ; because _the_ profit could never repay 
the expense to any individual or small number of individuals, though it may 
frequently do mucli more than repay it to a great society." 
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experiments in the manufacture of fertiliser through the United 
States Department of Agriculture and conduct farm demonstrations 
all over the country. In the matter of hydroelectric development, 
the U.S. Government gave priorities to developments in various 
other parts of the United States. An international agency would 
have a wide latitude of choice among resources calling for develop- 
ment and since there would still be private investment it could 
develop its own most useful line among a generous number of 
alternatives. The choice of the Tennessee Valley was a major 
political decision taken in response to a number of forces and inter- 
ests, to benefit both the Valley and the whole country. So, in the 
case of any development scheme which an international agency 
might consider, there would be the problem of adjustment between 
the interests of the lending and the recipient countries. Some 
resources are complementary to industries already in existence in 
other parts of the world or in the recipient nations, as for example, 
rubber which is being produced in Brazil or tung oil in China. The 
opening up of roads, railways, harbours, docks or airports frees 
the way to wider markets and reduces the waste connected with 
the attempts of producer and consumer to make contact with each 
other. The provision of electric power might be an important 
boon not only to the countries where it may be generated but to 
the countries which possess fuel resources that are expendable, 
like oil, since it lessens the competitive demand for them. Develop- 
ment might, in some cases, involve adjustment in the industrial 
activities of the contributing countries. For example, in the early 
history of the T.V.A., coal mining interests and coal miners were 
perturbed at the extension of the area in which the T.V.A. con- 
ducted hydroelectric power operations. Such problems are capable 
of solution in a variety of ways, but the ways need to be studied 
and applied.* 

Multi-purpose Authority? 

The T.V.A. is a multi-purpose authority, that is, it develops 
simultaneously a number of naturally related resources. This may 
or may not be possible elsewhere. No slavish search for precisely 
what the T.V.A. offers could be commended; still less any restric- 
tion to its scope. Each case has its own economic and social merits 
and difficulties. In the T.V.A.’s case, there was an obvious econo- 
mic advantage in joint exploitation of the water resources in rela- 
tion to a number of regional needs. Elsewhere, a single purpose — 
for example, merely processing milk — might be enough ; or, for all 

o ^gene Sx^cy:^ World Economic Development, Studies and Reports, 
•^nes B (Economic Conditions), No. 36 (International Labour Office, Montreal, 
1944), p. 185-199. 



THE PROBLEM OF AN INTERNATIONAL T.V.A. 


221 


Europe, it might be the building and operation of a high-tension 
electric grid, dependent upon water power (Alps), oil (Rumania), 
and coal (elsewhere)*; or an international sponsor might think it 
advantageous to attempt the integral and total development of all 
the resources of an area, on a scale that went beyond that of the 
T.V.A. This is indeed, what the Chilean Development Corpor- 
ation does. 

The Area of Development 

In an early chapter attention was drawn to the character of the 
area entrusted to the T.V.A. , and it was observed that areas of 
development, whether financed nationally or internationally, need 
not be restricted to valleys, although mention has been made of 
the Danube, Yangtze, and the Jordan Valleys. It happens that in 
the case of the T.V.A., the resource to be developed was a river, 
and therefore the watershed was an area which could be delimited 
for special attention. However, it was observed in the first place 
that the river was part of a vast inland water transport system some 
five thousand miles in size. On the other hand, some of the activi- 
ties of the T.V.A., for example, farm demonstration, experiments 
in the manufacture of phosphatic fertiliser, soil surveys, etc., were 
objects not necessarily bound by the physical features of the Valley, 
and administrable, perhaps even more effectively, over the whole 
of the United States. The important lesson to be learned from the 
regional aspect of the T.V.A. is that existing political divisions of 
the world and their frontiers, whether States or their subdivnsions, 
are not self-sufficient economic units. For resource development 
the proper area may be less than a square mile (a mine), or it may 
embrace a whole continent (for transport or power). The character 
of the resource is the key to the character of the area of develop- 
ment, and since the world’s resources are multifarious, so the regions 
to be developed are multifarious in character. But that is not all. 
It has already been observed that the choice of that particular 
Valley, and of a valley, was not based solely upon a geological con- 
struction, but was a major political decision designed to satisfy a 
variety of extra- Valley economic interests. The problem involved 
is the relationship between such a region and the national or world 
economy of which it is a part. 

A Resources SuR\Tsy 

The selection of the regions and the resources whose develop- 
ment is to be assisted raises the questio n of contemporary* know- 

» Cf. World Power Conference: Gcsamtbericht, Band six, Europa’s Cross- 
hrafllinien, by Dr. E. Oskar OuTC.v (Berlin, 1930). 
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ledge of these resources. It was earlier noticed that until the T.V.A. 
set to work with a specific responsibility for the welfare of its region, 
several of the Valley’s resources had never been persistently and 
scientifically investigated in the hope of rendering them available 
for use. It may be thought that our knowledge of the resources 
of the world is by this time complete. The truth is Jar otherwise. 
Some areas have been very thoroughly prospected and certain 
resources, such as oil and tin, have been searched for all over the 
world. Their existence and reserves have become well known 
through individual owners, financially interested companies or the 
scientific departments of Governments. But a very large part of 
the mineral, water power and soil resources of the world are actually 
unknown.^ Nor is that all. Where they are known, often only 
casual and quite superficial attention has so far been given to their 
exploitation. Modern scientific, methods and new facilities, like 
modern machinery and communications, especially air transport, 
might well make them easily available to the world economy as 
well as to the country where they are found. The T.V.A. has shown 
that a really determined, persistent, intensive search can reveal 
unsuspected values. Even if the resources so discovered could not 
be initially as productive as similar resources already on the market, 
they might still be of more value than the present economic pro- 
ducts of the people concerned: to take a purely hypothetical exam- 
ple, new timber occupations might at first be less productive than 
the timber industries of other regions already exploited, but though 
the labour costs in the new occupations might be higher until in- 
dustrial techniques have been mastered and the economies of large- 
scale production achieved, it is better to have those occupations 
rather than the involuntary unemployment which the people of 
the region would suffer, if they had no chance of migration on an 
economic basis, and if the resources were not exploited. 

A geological power and soil survey for all countries which are 
underdeveloped would form a “Domesday Book” of existing re- 
sources, and make available data on which decisions upon develop- 
ment and priority could be based. Such a world survey might be 
undertaken by international action. But itis important that any pros- 
pecting authority like theT.V.A. should not suggest the appearance 
of the commercial prospector who has been rather too well-known 
to countries in need of development. Since economic circumstances 
and values are always in a state of change, any survey should be 
continuous and should periodically re-assess the resources of various 

T, * ^•*®*1'2** House of Commons, Special Committee on Reconstruction and 
Rc^tablishment, Interim Report, Minutes of Proceedings and Evidence, No. 23, 
pp. ni-v. 
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countries in relation to their own economic situation and that of tlic 
world in general. 

Provision of Unified Development Plans 

An important lesson of the T.V.A, is that whatever the nature 
of the development or planning agencies in the separate countries, 
any country seeking international assistance should first furnish 
a comprehensive scheme of development. On an international 
scale such a plan would require to include developments (a point 
not arising in the T.V.A.) which the borrowing country intends 
to carry out from its own resources, as well as those for which it 
asks international assistance. It would report the priority, magni- 
tude and time-table of the various works envisaged, much as Con- 
gress in the United States required of the T.V.A. the report on its 
policy known as "Unified Development of the Tennessee River 
System”.^ This plan would state how the recipient countiy pro- 
posed to finance the various works, and the sources (its own, private 
foreign investment, or international lending) from which the funds 
were to come, and what guarantees it would offer to an interna- 
tional agency, so that the agency, in turn, might assure the con- 
tributing Governments that their risk on behalf either of their 
budget in general or their national private investors was justified. 
The T.V.A. unified plan did not merely concern itself with the 
financial provision required. Important as that was, its more signi- 
ficant purpose was to survey the economic and social problems to 
be solved and the value of constructive proposals for a solution. 
Furthermore, Congress, which passed the law and amended it from 
time to time, and which decided how such a plan fitted into the 
broad economic needs and evolution of the whole countrj’, had the 
general plan in mind from the beginning, though not the unified 
plan until 1936. 

Development schemes could, of course, be prepared at the 
request of the recipient Government by various technicians pro- 
vided by the international lenders. Where the schemes were ela- 
borated by the assisted Government’s own e.\pcrts, they might be 
subject to examination bj’’ the engineers of the lending body. As has 
been seen, the T.V.A. made verj’’ ample use of pri\’ate consultants 
and assessors and U.S. Government experts, and was glad to receive 
the resultant encouragement or redirection. Indeed, the T.V.A. 
was given authoritj’’ actually to request the assistance of U.S. 
Government officials "to enable the corporation the better to carrj' 
out its powers successfully”, and the President of the United States 


* Cf. Chapter II. 
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was given authority to direct officers to give such assistance if the 
public interest, service or economy required it.^ Any scheme 
would have to define the kind of administrative agency to be put 
in charge of the work. It would thus become clear how much the 
recipient country felt it necessary to rely on foreign experts ; whether 
it had made, or could make, provision for training staff in its own 
technical schools, or whether an arrangement should be made for 
sending capable candidates abroad for training (as the Bolivian 
Development Corporation has done); or whether, indeed, with or 
without international help, an institution for such training might 
be attached to the development agency. 


The Financing of Development Authorities 


In financing the T.V.A. the alternatives at hand were bond 
issues to the public or governmental grants, and, if the latter, then 
either a block commitment for the whole project, or annual appro- 
priations. The issues thus raised have been explained in a previous 
chapter.® Although the T.V.A. was chiefly financed by annual 
appropriations, dependent upon the annually variable state of 
mind of Congress and subject, therefore, to interruptions. Con- 
gressional default never obstructed it in the fulfilment of its pro- 
gramme. But there were occasions for anxiety. If an international 
agency should ever be established to sponsor development works 
in various parts of the world, the danger of interruption would 
have to be guarded against. 

Dependence on annual grants, either by Governments to an 
international agency or by the agency for projects in recipient 
countries, would be an uncertain basis on which to begin works of 
magnitude and duration. International and national adminis- 
trators would need some assurance that they could plan and pro- 
ceed with long-term economies and with the technical demands 
of the work itself in mind. There are, of course, different kinds of 
development works. Some can be executed in a year or two and a 
grant could be made for the whole amount once and for all. But if 
works were elaborate in plan and required a long term for comple- 
tion, there would have to be a general commitment for the plan as 
initially conceived and provision for a margin to cover under- 
estimates and accidents. The troubled history of Hungarian res- 
ponsibilities for improving the Iron Gates on the Danube,® and of the 
building of the Panama Canal from the de Lesseps Syndicate down 


dc 


’ Cf. Chapter IX. 

* Chapter XII. 

* See Blociszewski: “Le Rdgime du Danube”, in 
droit international, 1926), Vol. XI, pp. 306 el seq. 
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to its construction by the United States Army Corps of Engineers, 
under Col. G. W. Goethals*, shows the need for clear plans, tliorough 
engineering e.\amination, adequate financing, and steady adminis- 
trative supervision to see that the task is accomplished as planned. 
In a lesser degree, the failure of Congress to appropriate steadily 
for the completion of Wilson Dam in the Tennessee Valley shows 
how much waste may follow from interruption of the progress of 
such works.- 

Thus, as with the T.V.A., there are various alternatives in 
financing international development projects. The basic problem 
to be solved is to provide certainty in the mind of the assisted coun- 
try (and the international lending agency itself) that for the ne- 
cessary period of development as technically determined the re- 
quested funds will be available without hesitation. It may be added 
that in the relationship between the U.S. Export-Import Bank 
and the Development Corporations of Bolivia, Ecuador and Haiti, 
a substantial block loan is made on the books (to the Government 
of the country, virtually to the corporations) but each project pro- 
posed by a corporation is the subject of its own specific contract 
with the Export-Import Bank each time the appropriate sum is 
released. 

The T.V.A. ’s financing by annual appropriations throws no 
light on the problem how to accumulate the international funds 
to be appropriated : the T.V.A.’s chief funds were derived from the 
Federal Treasury of the U.S.A. But the T.V.A.'s principal 
electricity distributing undertakings, the cities, by 30 June 1942, 
needed for construction and development nearly 107 million dol- 
lars. The cities sold bonds on their own credit and the predicted 
profitability of the undertakings to obtain nearly 61 million dollars 
and the T.V.A, issued some 50 million dollars worth of bonds, 
guaranteed by the United States Treasury.’ The problems of 
international assistance would at the same time be more comple.x 
and several alternative devices and combinations would be 
available. For example, the United States Treasur\'’s scheme 
for a United Nations Bank for Reconstruction and Develop- 
ment includes proposals that the Bank may guarantee loans 
made with private capital to an\* member Government, and 
through the Government to any of its political subdi\'isions and to 
business and industrial enterprises in the member country. The 


* Cf. Philippe Bonau-Varilla: Panama (New \ ork, 191-*) ;. 0.101011 
Ferdinand de Lesseps (London, 1895); H. J. ScharfiCLd: Ferd-.nand de Lers'ft 
(London, 1937). 

* Cf. Chapter I. 

* Cf. Chapter XI. 
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Bank may also participate in loans made with private capital or 
make loans out of its own resources, though, in the last case, only 
when the borrower is unable to secure funds from private invest- 
ment sources on reasonable terms. 

For the T.V.A. the problems of servicing the debt were relative- 
ly simple, once the U.S. Government decided to give its assistance. 
This meant that the T.V.A. could borrow at a low rate^ and that 
its repayments would not be subject to any fluctuation in the rate 
of exchange. These problems would be more difficult in the case 
of an international development authority and underdeveloped 
countries. The establishment of international currency stabilisation 
arrangements, along the line of recent discussions, would remove 
one of the difficulties in the way of international loans,® The T.V.A. 
was moreover able to obtain capital assistance actually without 
obligation to repay to the United States Treasury (in the case of its 
appropriations, not of its bond issues) ; and again, it was not faced 
with an authority outside itself demanding repayment on pain of 
sanctions. From these facts, an international investment authority 
might conclude that as regards its loans to foreign countries, there 
is a case for a period of repayment of about 20 years, in order that 
the charges on the budget of borrowing countries should not come 
too early and too heavily for domestic economic and social readjust- 
ment. 


Clearly Defined Scope of Powers 

Within its scope any international agency for the development 
of resources would learn from the T.V.A.'s experience the import- 
ance of operating with strict memoranda of understanding so drafted 
as to minimise any possible anxieties and susceptibilities of recipient 
States. The T.V.A. does not invade such sovereignty as still belongs 
to the States within the United States Constitution. Its General 
Counsel and Legal Department has always been exceedingly careful 
of any interpretation which might bring the T.V,A, into conflict 
with the rights of the States, and it may be added, into conflict with 

^ In the early stages of greatest risk before the assets and works of a develop- 
ment project begin to yield revenues, the question of the rate of interest on a 
loan IS particularly vexatious. The T.V.A, was able to obtain its capital from 
the United States Government without interest charge. In its accounts it attri- 
buted 3J^ per cent, interest on the funds thus supplied and this was regarded 
as fair for such works and such an agency as the T.V.A. (cf. Appendix 111), but 
the Minority Report of the Joint Congressional Investigating Committee 
suggested that 12^ per cent, might have been demanded if the T.V.A. had been 
in the position of a pnvate firm going to the open market for funds (see also 
Appendix III). 

* U.S. Treasun^ pejjartment Preliminary Draft Outline of a Proposal for an 
International Stabilization Fund of the United and Associated Nations (Washing- 
ton, tOJuly 1943h British Treasury Proposals for International Clearing Union 
(London, 1943, Cmd. 6437). 
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the rights of business interests.^ In regard to research, demonstra- 
tions and planning for avample, the T.V.A. Statute is extremely 
cautious, to the point of requiring the Authority to report its wider 
plans to the President, who then has to report to Congress, which 
thereupon may or may not pass legislation to add to the hitherto 
defined powers of the T.V.A. In the years that have elapsed since 
the Statute was first passed, the powers of the T.V.A. have been 
shaped by interpretation and Congressional acceptance thereof 
directly incidental to the execution of the powers entrusted to it 
by the Statute. Its general power to undertake such action as is 
necessary to implement its specific powers has been most cautiously 
exploited. 

Thus, the T.V.A. discovered clay which could be used to make 
earthenware and it also discovered that the processing could valu- 
ably be undertaken in its own designed electric kilns. Yet, it could 
not proceed further fully to exploit its own discoveries and innova- 
tions by becoming an earthenware and porcelain manufacturer, 
for the Statute did not give this power, and it was operating in an 
environment in which strong emphasis was laid on private enter- 
prise. Furthermore, its fertiliser operations are carefully watched 
by private firms which fear competition from public enterprise. 
Similar problems may arise in the international field. 

Two things may be stressed regarding the definition of the 
T.V.A.’s powers. The first is that the T.V.A. has drawn into 
collaboration the State and municipal authorities in the region; 
and it has co-operated with existing Federal departments whose 
science and skill are of special value. Such collaboration would be 
even more valuable, and, indeed, inevitable, for an international 
authority. On the onchand, an international authority would need the 
assistance of the sovereign national authorities, since its own poxvers 
would be limited to its own purposes. It could not possibly displace 
tlie national authorities, and even if it were permitted to do so for 
the better fulfilment of its purposes it would be restricted by condi- 
tions set by the recipient Government. On the other hand. Us 
purpose w’ould be to stimulate self-development; and that implies 
encouragement of the strength of local institutions. 

Secondly, the T.V.A.’s powers have been developed to meet 
specific necessities. The same kind of evolution might be found 
even more desirable when an international authority has to deal 
with a number of underdeveloped areas. In order to calm an% 
national sensitiveness, it would be necessaiy’ to draft a clear, defined 
and soberly constructed range of power and acti\'ity and to com- 
mend its acceptance to all concerned ; and then, as the need arose. 


* See Chapter VII. 
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to explore and arrange for further development by agreement and 
discussion with the recipient nation. There could be no supra- 
national agency endowed with unlimited powers and uncovenanted 
rights of intervention. On the contrary, as the T.V.A. has contin- 
uously shown, it would be vital to convey the impression of disinter- 
ested helpfulness, advisory character, defined purposes, and clearly- 
stated procedures. These two basic factors, namely, co-operation 
with and operation through local institutions, and authority re- 
stricted to, but commensurate with, the needs, are illustrated in the 
development of the T.V.A. as regards health, housing and educa- 
tional and workers’ training functions and in its employee relation- 
ship policy. 

Development Schemes and Social Progress 

To fulfil its mandate to promote the general social progress of 
the region, the T.V.A. must work through various social services. 
But even the fulfilment of more direct economic works was im- 
possible without certain social services instrumental to them. Its 
direct object was not only the development of a river and the land, 
but also the development of men and women: the first was a means 
to social progress, the second is, in the long run, an element of the 
first. So, also, the execution of development works in certain under- 
developed countries may be quite impossible without health provi- 
sions — chousing, sanitary works, hospitals, doctors, nurses, inspec- 
tors, etc. Recent experience in Brazil, Ecuador, Bolivia and Haiti 
emphatically confirms this point. 

The T.V.A. has found education indispensable to the economic 
and social development of the area for which it is responsible — not 
only general education, but also education in public health and in 
nutrition and diet. The T.V.A. rightly perceived, as the example of 
Denmark’s remarkable economic and social development in the last 
half century conspicuously demonstrates, that the attainment of a 
high standard of living depended on the education of the people 
concerned.* The plight of the Balkans is a negative demonstration 


* Cf. P. Lauartiks Yates; "Factors Affecting Peasant Prosperity”, in 
Report of the British Association for the Advancement of Science (1942), pp. 145 
el 5C3. “The third great advantage of the Danes is the high general level of 
education. And here I mean not education in agricultural subjects — their tech- 
nical schools for farmers are not conspicuously better than similar ones in the 
Netherlands and elsewhere. I refer to their educadon in general subjects that the 
farming community has obtained chiefly at the Folk High Schools. Once an inter- 
est in kni^’ledge has been aroused and young people are trained to absorb it, 
specifically agricultural subjects becomes possible and profit- 
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of the same idea.‘ It may be considered appropriate that those 
who administer international financing should give attention to 
such questions generally, and assist recipient countries and their 
development authorities by advice on general policy and program- 
mes and technical advisers. It should be remembered that in educa- 
tion of the region, above all, the T.V.A. works in intimate depend- 
ence upon the e,\isting public educational and civic agencies and 
confines itself to inspiration, encouragement, financial assistance 
and the furnishing of factual material. In no sense does it dictate 
or dominate. Its dependence on the work of the agricultural c.\tcn- 
sion agents, domestic economists and so forth, is to be noted. In 
education, even more than in capital investment, there is a "multi- 
plier” which operates cumulatively — for verj' soon a community 
learns how to produce its own education in geometrical progression. 

Two special kinds of training are desirable: workers’ training and 
managerial training. For workers' training the T.V..A. seeks to 
bring skills to the Valley, to improve the capacity of the worker 
on the job, to prepare him for more difficult tasks, and to increase 
his ability to do other jobs when its own employment opportunitj' 
has come to an end. The T.V.A. 's training system is on an entirely 
voluntary basis, and depends upon, encourages and financially 
assists the local agencies to meet their wider responsibilities. In an 
international setting the objects and methods could be similar. 

The T.V.A.’s initial e.xperience in managerial training was that • 
at the beginning of operations, some of its leading officers entered 
the Valley as though to conduct a crusade, and thus aroused resent- 
ment and opposition. Through its personnel department the Author- 
ity had to undertake a process of education among its construction 
engineers, who, although highly skilled technically, did not find 
it easy, after their experience of other parts of the countrj’ or labour 
relationships elsewhere, or in their direction of negro labour, to 
reach the standard expected in the new area and in the employ- 
ment of the United States Government. Now tlic colonial e.\peri- 
ence of many countries, at different times, and recent experience 
in tlie relationship between the United Nations and some countries 
to tlie development of whose militarj' resources tlicy made contribu- 
tions, suggests that, not only are there hardly enough technicians 
for tlie various development works required, but that there is also 
a serious problem in selecting men who will quickly understand the 


* Cf. AntonIn Qasch: The Danube Basin and the German 
[Columbia University. 1943), cspcdally p. 241: 

jperatives of all kinds could be a great help, cspcaallv in fumifnins a \ c. ‘ J •••• 
iccdcd credit organisation. But only among an enlighten^ » 

>c much hope of the kind of co-operalive orpanisalion lhal has beco*.*, ^ 
essential for prosperous ag:riculturc in Europe.” 
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culture, labour and business practices of the country to which they 
are assigned, and conduct themselves so as to reduce friction to a 
minimum. Business habits in various parts of the world are not 
always exactly those that prevail in Birmingham, England, or 
Birmingham, Alabama. Religious practices, “manana”, the "un- 
punctuality of the industrial worker who yesterday was a peasant 
with no clock but the sun and his stomach”, favouritism of various 
kinds, all must be treated prudently. The present author has seen 
all the workers in a Bulgarian cigarette factory reduced to collective 
and uncontrolled weeping because one of their number had received 
a reprimand for some trivial breach of factory procedure delivered 
in a tone too peremptory for people fresh from the fields. 

By its Statute the T.V.A. was required to pay all its workers 
on the basis of "prevailing” rates, and the workers had a right of 
appeal to the U.S. Department of Labor. Legally, it could not 
undercut. In fact, it found its unit costs beneficially influenced 
by a genuine, though not extravagant, interpretation of relatively 
fair conditions. Collective bargaining, health provisions, good 
housing, education, training, recreation, commissariats, industrial 
safety, workmen's compensation, annual leave, retirement plans, 
employee grievance procedures, with access to the highest mana- 
gerial authority, merit and efficiency in appointments and promo- 
tions: the cost of all these was recouped through greater product- 
ivity and improved efficiency. 

Some Problems of International Assistance 

No international lending agency could have that close and 
dominant relationship to development works in different regions 
of the world that Congress and the President have in respect to the 
T.V.A., that is, of a political authority and its subordinate crea- 
tures. The relationship would be rather that between lender and 
borrower. Necessarily there would be loan conditions or criteria 
which would have to be administered internationally. Such criteria 
would be different in kind from those applied by private invest- 
ment in the past; they would be affected, on the one hand, by the 
recognition of the benefit to the employment situation in the econo- 
my of the highly-developed lending nations, and on the other hand, 
by the purpose of raising the standard of living of underdeveloped 
countries and making them stronger contributors to the world 
economy. 

Any international agency would be confronted by a number of 
problems in the relationship between itself and borrowing coun- 
tries comparable to the problems that emerged in the relationship 
between the United States Government and the T.V.A., and, via 



THE PROBLEM OF AN INTERNATIONAL T.V.A. 


231 


the T.V.A., the seven States of the Valley. Loans would be granted 
with due regard for the general character, policy and ambition of 
the economy to be assisted. Not only would the economic advance- 
ment of the borrowing country' be considered, but also the effect 
of assistance to it upon the occupations and wealth of its neigh- 
bours, for whom, in some cases, the result might be adversity or 
progress. Again, it would have to be considered whether tlic book- 
keeping loss on a particular development enterprise might not be 
justifiable because of the project’s direct or indirect value to other 
parts of the country’s or region’s economy. As has alreadj' been 
suggested, the international agency would keep in mind the desira- 
bility of improving those social ser\dces for advancing the health, 
welfare and technical skill of the working population which would 
be indirectly instrumental in increasing the productivity of the pro- 
ject and the region concerned. Moreover, it would be necessary to 
limit or prohibit e.vtraordinary charges and taxes on the equipment 
and personnel of the assisted projects which might othenvisc hinder 
the work of development.^ It would also be important to provide 
that proper tax equivalents should be payable by the development 
projects to the Government or political subdivision normally 
dependent on it." 

The experience of the T.V.A. discloses a dual problem: that of 
the administrative relationship between the assisting and the as- 
sisted authority — that is, the United States Government and the 
T.V.A. — and the internal arrangements of the regional develop- 
ment agency itself. Similarlj', in the case of international lenders, 
there is the problem of the connection between them and the regional 
and national development agency assisted, and then the internal 
questions to be faced by the latter. In the first, the special lesson 
of the T.V.A. is the freedom of responsibility of the regional or 
national agency for the "grass roots” development of the area, 
that is, the direct local concern for decisions and operations on the 
spot. It happens further that the relationship with the United 
States Government is direct; supervision and assistance by the 
Government arc distributed among Congress, the President, the 
Federal Power Commission, tlie United States Treasurj', the Comp- 
troller General, etc. But there arc alternatives to this directness 
of connection. For instance, some nations have special depart- 
ments, like a Ministrj* of Planning or a Ministr>' of National hcon- 
omy, or a Department of Public Works. Such departments are 
usually responsible for making comprehensive suia’cvs and plans 
regarding practically all phas es of economic development, fo. 

' Cf. Chapter IX. 

» Cf. 
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marshalling the various demands made by the specialised and 
operative departments of government and for guiding all these 
activities in harmony with each other in relationship to the national 
budget and in general co-relationship to some paramount national 
need, for example, the lessening of unemployment or the production 
of some commodity especially needed for the acquisition of foreign 
exchange. Below such comprehensive economic planning agencies, 
so to speak, there are again certain special agencies for the develop- 
ment of particular branches of economic activity, as for example, 
the Brazilian Coffee Department, the Argentine Cotton Board, 
and the CorporaciSn de Fomenio (a multi-purpose organisation to be 
found in Bolivia, Chile and Ecuador, with a parallel in Haiti). 

In such development planning practices there is very wide room 
for diversity. An agency like the T.V.A. is but one of many possi- 
bilities. What device is actually adopted must, of course, corres- 
pond to the needs and conditions of each country. Whether there 
shall be special agencies established as the T.V.A. is, on the basis 
of responsibility for a region (e.g., the Amazon or the Central Valley 
Region of Bulgaria), or for a function (e.g., development of live- 
stock for the whole of a country) will properly depend upon local 
circumstances and the balance of administrative advantage. Such 
considerations would certainly be respected by international lend- 
ers, for rational decisions on matters of this kind would be one 
guarantee of the effectiveness for its purpose of their loan. 

Problems of Development Schemes within a Single Country 

Development schemes may fall wholly within a single country 
or may cut across national boundaries. The conditions and prob- 
lems of efficiency of management of the former are hardly more 
complex than those of the T.V.A., but where the economic basis 
of a scheme requires a region of development including parts of 
two or more sovereign States, there would be some additional prob- 
lems to solve. 

As the T.V.A. shows, some of the most difficult aspects of 
schemes falling wholly within the boundary of a single country are: 
(1) the constitution of the board of directors; (2) the recruitment 
of staff; (3) demarcation of the area; and (4) the submission wholly, 
partly, or not at all, of the development agency to its own central 
parliamentary or executive authority. 

(1) In the T.V.A. the Board of Directors'is composed of three 
full-time members, appointed by the Federal Government. There 
is some de facto concession to regional representation in the case 
of one director appointed for his rather special knowledge of, and 
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interest in, southern agricultural problems. The room for experi- 
mentation and diversity in such matters as the composition of the 
managerial board is immense. It may attempt a representation 
of geographic subdivisions, or of the various economic groups, such 
as labour, management, consumers, etc. It may, as the T.V.A. 
does not, allow labour a direct place in management; or, as the 
T.V.A. does, some collaboration where the special interests of 
labour are concerned. This problem of the collaboration of mana- 
gement and workers has become of more moment in the last t^vo 
decades in various forms of enterprise, for example, in the British 
consumers’ co-operative movement*; in the administration of 
public utilities by municipalities®; and in the administration of 
armaments factories during World War II.® The concessions hither- 
to made to labour have been of minor significance, though in the 
war factories the situation has compelled some considerable, but 
still not decisive, concessions. 

(2) In the matter of recruitment of officials, there will be the 
problem, as the T.V.A. has clearly demonstrated, of recruiting 
staff for merit and efficiency and of avoiding patronage, favouritism 
and spoils. The experience of the T.V.A. is notable for its search 
for the most competent personnel wherever it may be found, 
whether inside or outside the region. It would be difficult to make 
a strong case for continued international financial assistance were 
the meaning of this example misunderstood or neglected. 

(3) The lessons of the T.V.A. regarding the problem of the 
area of administration have already been amply discussed in 
Chapter VII and on page 221 above. 

(4) Finally, as with the T.V.A., it is essential to provide for 
adequate business flexibility of the local development works mana- 
gement, and yet to secure its conformity to certain broad rules 
devised in the interests of efficiency as judged by its own national 
government and the agency of international assistance. The dis- 
cussion of the situation of the T.V.A. in this context, in Chapters 
VIII, IX, and X, has shown what a complicated subject this is. 
It cannot be summarised in a matter of a few lines. For, even the 
T.V.A.’s relationship to its masters, Congress and the Executive, 
is only one example in a big class of such relationships in which fall 
such diverse possibilities as the many other public corporations 
in the United States and the British examples, like the British 
Broadcasting Corporation, the Central Electricity Board, the 


‘ Cf. A. M. Carr-Saundsrs: Consumers’ Co-operatwe Movement. 

' Herman FisSr; Municipal Trading (London, ^fl). , 

^ ’Cf. INTBRNATIONAL Labovr Offics: Briltsh Jomt Fro^citon Macktne^^^ 

Studies and Reports, Series A (Industrial Relations), No. 43 (Montreal, 194 
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London Passenger Transport Board, the Port of London Authority, 
and others.^ 

Development Schemes Crossing National Boundaries 

More difficult problems are likely to be raised where the area 
to be developed includes parts of several countries. There are areas, 
for example, like the valley of the Danube, and the Jordan, and 
others in the Polish-Czech and Alpine regions, where several 
boundaries converge on the source of hydroelectric capacity, and 
where the co-operation of two or more peoples would be necessary 
for the exploitation of resources in the interests of all concerned. 
In the T.V.A. such a difficulty was overcome, though seven States 
trench upon the Valley, because the Constitution of the United 
States gives to the Federal Government full authority over certain 
resources, such as navigable rivers, and inter-State commerce. 
Even so, powers were not available to the T.V.A. in the matter of 
uniform action to preserve the scenic resources, and to make of 
recreation an amenity saleable to people from outside the area. 
It had to proceed by collaboration and persuasion, which were 
not fully effective against the seven separate sovereignties. In the 
case of the Boulder Dam Project, dependent on an inter-State pact 
among seven States, and concerning the division of a vital and scarce 
commodity — water — we have seen that a solution was much more 
difficult. If there were areas of this kind whose maximum utilisa- 
tion was possible only by collaboration of several countries, there 
would have to be organised joint financing, a proportionate distribu- 
tion of benefits, and an agreement upon collaboration in manage- 
ment and the proportion of employees to come from each district. 
There would be the question of trade barriers between the national 
districts, the easing up of passport regulations and crossing per- 
mits, and precautions to prevent inferior health administration in 
one area from causing sickness to those people who come to and 
fro from other areas. With racial and religious tensions, in addition 
to the national and political, difficulties of course would increase. 
It might seem that where joint arrangements for inter-State de- 
velopment works were difficult to establish owing to obstacles of this 
kind, the minimum solution would require joint management 
elaborated to a fine degree of detail and fully accepted, after ex- 
haustive discussion, by the collaborating countries and those grant- 
ing international assistance. The borrowing countries might even 
consider that the way out of the technical and psychological diffi- 
culties that offered the greatest relief from subsequent perplexity, 
would be for them to devolve the management of the enterprise 

* Sec Chapter VII. 
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on internationally appointed managers. In any case, in the light 
of the T.V.A.’s experience with the seven States, careful arrange- 
ments would have to be made to secure the ready collaboration 
of- the several national authorities where their services were ne- 
cessarily the condition and background of efficient and amicable 
operation of the inter-State development enterprise. 

Inter-relationship between Regional and World 
Economic Agencies 

The T.V.A. is primarily part of a single economy, that of the 
United States of America. Although there were grounds for special 
assistance to the Tennessee Valley, that assistance raised problems 
of the inter-relationship of the region with other interests and the 
national economy at large. 

(1) There were problems in connection with the United States 
Government’s policy on power in relationship to the other uses 
ofthe rivers — irrigation, navigation, etc.; the pricing of electricity 
produced under diverse conditions in different parts of the U.S.A. ; 
and, given revenue and national income, the credits which are proper 
for public works in general and for each project in particular. 

An international development authority would be faced with 
even more complex problems of the same nature. Hence it would 
be essential for the development authority’s activities and policy 
to be closely correlated with all other international agencies having 
an economic and social character. Problems of international rela- 
tionships would be even more important. Since the economic power 
of different countries may be diversely affected by an international 
policy of assistance, the responsible agency must take wide and 
intelligent views. There is also the special problem of the possible 
diversion of an apparently innocent economic development scheme 
to war purposes. , 

(2) As a department of the United States Government, the 
T.V.A. was necessarily related to all the other departments of the 
Government. The departmental arrangement of the whole scope 
•of United States governmental functions had reached a mature 
condition by the time the T.V.A. was established, and, as frequently- 
noted, it had to be decided what place the T.V.A. should properly 
occupy in this framework. Departments of world government^ 
regulation, or control, are today only in their incipient stage and 
hence there must be vagueness on the place and the relationships that 
a development authority should possess. For international develop- 
ment, the problems of the whole and its parts, which were fairly 
simple for the T.V.A., are much more complex. 
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The T.V,A. always took account of the work and jurisdiction 
of other governmental agencies, whether local or federal, and was 
fully integrated with them. Quite apart from the legal existence 
and, therefore, the claims, of existing authorities, there was, as 
there always is in government of any order, a natural unity of func- 
tions which demands a thorough co-ordination of the several special- 
ised agencies responsible for the segments into which the work is 
ibroken or by means of which it has grown. 

The same general problem faces any international development 
authority. A number of new international institutions with econo- 
mic or financial functions may be established after the war. Any 
international lending agency should be integrated in, and collaborate 
with, other institutions. Decisions on investment would substanti- 
ally affect decisions on such matters as labour standards and social 
welfare, currency exchange, migration, transport, etc. For example, 
an international migration commission might be confronted with 
the problem of facilitating the movement of workers into areas of 
development, of establishing basic conditions for their work, future 
settlement, or return to their homeland, and of assisting in establish- 
ing the basis of good relationships between migrants and the regular 
Tesidents. Large schemes of this kind might involve international 
^financial assistance. Thus, the connection between the international 
bodies working towards the same end would be essential to economy 
and efficiency. 

Again, it would be advisable if the international lending agency 
and the recipient countries had expert counsel and assistance on 
basic labour standards, the contribution which these might make 
to the economic efficiency of the enterprise and social progress, 
and the extent to which, at particular stages of economic advance- 
ment, the enterprise could afford them. The T.V.A.’s significance 
is more than the specific services it has rendered ; its psychological, 
economic and social impact amounts to something more than the 
sum of its several purposes. The various world economic and social 
services are intimately related. International lending policies, 
properly applied, would have a significance greater than any partic- 
ular financial and economic services that they rendered. They could 
aid in the building and expansion of a more unified and better 
balanced world economy. 



APPENDIX I 


TABLES 

I. T.V.A. LAND-USE AND FERTILISER PROGRAMME 

1. LAND OWNERSHIP IN THE TENNESSEE VALLEY^ 
{From data available February 1943) 


Type of 
ownership 

Number' 
of units 

Total 
land area 

Total 
forest area 

Proportion 
of total 
forest 

Timber pro- 
ducing forest 
area 

Acres 

Per cent. 

Acres 

Public 






U.S. Forest Service 

8 

1,567,000 

1,567,000 


1,559,000 

Tennessee Valley 






Authority 

20 

412,000 

286,000 


284,000 

U.S.FishandWild- 






life Service 

3 

17,000 

15,000 


15,000 

National Park 






Service 

7 

477,000 

456,000 


_ 

Office of Indian 






Affairs 

1 

44,000 

40,000 


40,000 

Farm Security 






Administration 

2 




23,000 

States 

25 

114,000 



94,000 

Municipalities 

12 


Mil 


30,000 

War Department 

9 


; m3 


65,000 

Sub-total, public 

87 

2,810,000 

2,588,000 

18 

2,110,000 

Private 






Farm forest 

154,000 

5,419,000 

5,419,000 

39 


Private non-farm 






forest 

1,500 

6,030,000 

6,030,000 

43 


Non-forest 

— 

11,248,000 




Sub-total, private 

— 

22,697,000 

11,449,000 



Water areas 


653,000* 




Total Valley area 


26,160,000 

14,037,000 

100 



< Public: Numbei of administrative units. 

Farm-forest: Number of farms reporting woodland, 1940 census. 

Non-farm forest: Number of owners of large tracts, 500 acres or larger, on record by T.V.A. 
* All water, including T.V.A. reservoirs, except South Holston and Watauga. 


* Cf. Chapter IV. 
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2 . FERTILISER DISTRIBUTED BY THE T. V. A. IN TEST DEMONSTRATIONS^ 


(In tons) 



Superphosphate 

Calcium 

metaphosphate 

Quenched slag 

Fused rock 
phosphate 


Fiscal 

year 

1941 

Cumu- 
lative 
total to 

1 July 

1941 

Fiscal 

year 

1941 

Cumu> 
lative 
total to 

1 July 
1941 

Fiscal 

year 

1941 

Cumu- 
lative 
total to . 

1 July 
1941 

Fiscal 

year 

1941 

Cumu* 
lative 
total to 

1 July 
1941 

Grand 

total 

18,352.55 

118,336.05 

8,948.85 

19,958.95 

180.30 

1,838.80 

569.45 

573.35 

Inside 

Valley 

11,715.10 

82,197.50 

3,950.25 

9,409.00 

180.30 

1,838.80 

562.80 

563.50 

Outside 

Valley 

6,637.45 

36,138.55 

4,998.60 

10,549.95 

— 

— 

6.65 

9.85 


3 . FARM DEMONSTRATION RESULTS® 


Experience of Approximately 46 Representative Farms in Virginia, 

1934 to 1939 


1934 


1939 


Average receipts per farm* $2,989 

Production of beef and dairy cattle 
Average crop yield index 117 

Acres of pasture per animal unit 
Length of grazing season 


$3,574 

approx. 20 per cent, increase 
158 

approx. 25 per cent, decrease 
increase of 2 weeks in spring 
and 2 weeks in fall 


> Price indices adjusted. 


Agricultural Changes 1935-1940 per 100 Acres of Tillable Land in 

Tennessee 


63 counties 32 counties 

(6«000 test demonstration (No test demonstration 

farms) farms) 


Increase in hay and pasture acreage 7.23 4.95 

Decrease in acreage of cotton 0.81 0.62 

Decrease in acres of idle land 0.56 0.00 

Increase in egg production 55 dozen 40 dozen 

Increase in milk production 237 gallons 27 gallons 


Milk Processing and Seed Harvesting in Alabama 

Before 1938 1938-1941 

Milk processing plants None 5 cheese plants 

1 butter plant 

Value of Icspcdeza seed, etc., harvested None (1934) $418,000 (1941) 

Milk market for 1,500 farms None 100,000 lbs. milk processed 


* Cf. Chapter II. 

* Cf. Chapter XIII. 
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Some Test Farms in 13 Alabama Watershed Counties, 1935 and 1940 



1935 

1940 

Percentage 

increase 

Improved pasture on farms (acres) 
Winter legumes sown (acres) 

Perennial legumes on farms (acres) 
Lespedeza on farms (acres) 

Winter legumes seed saved (lbs.) 
Lespedeza seed saved (lbs.) 

Basic slag (equivalent) used (tons) 

1,969 

59,920 

1,185 

99,956 

663,147 

619,740 

2,214 

28,388 

204,415 

11,311 

177,766 

2,389,450 

1,001,900 

65,201 

1,342 

241 

855 

78 

260 

62 

2,845 


Winter legumes 

One unit farm 

Community 

County 

1936 

1940 

1936 

1940 

1936 

1940 

Open land sown 
(per cent.) 

Seed saved (lbs.) 

18 

12,400 

41 

50,000 

8 

12,400 

42 

206,000 

mm 

14 

885,000 


Farm Management Data for 110 Farm-unit Test Demonstrations in 
9 Tennessee Valley Counties of North Georgia in 1934 and 1939 


Land-use, crop, and lirestock items 

1934 

1939 

Increase or 
decrease 
per cent. 

Land-use inventory‘s 

’ " 



Harvested acres 

51.5 

60.5 


Other cropland 

25.2 

26.9 


Open permanent pasture 

23.0 

26.7 


Woodland pasture 

17.2 

14.5 


Woodland, not pastured 

101.0 

95.5 


Other land in farms 

6.2 

5.5 


Total farm acreage 

224.1 

229.6 

2.4 

Crop inventory^ 



-15.7 

Cotton 

5.1 

4.3 

Corn 

19.6 

18.9 

- 3.6 

Wheat 

2.2 

2.6 

18.2 

Oats 

0.9 

1.8 

100.0 

Rye 

1.7 

2.9 

70.0 

Hay 

14.8 

19.0 

28.4 

Annual legumes 

8.0 

40.5 

406.0 

Other crops 

7.2 

11.0 

52.8 

Total acres 

59.5 



Livestock inventory^ 



HjH; 

Cattle, all kinds 

13.6 

14.5 


Work horses and mules 

2.7 

2.6\ 

20.0 

Other horses and mules 

0.3 

1.0/ 

Sheep and goats 

1.3 

2.7 

107.7 

Hogs, all 

4.1 

7.9 

92.7 

Fowls, all 

64.1 

86.4 

34.8 


^ Average acres per farm. 

Number of livestock per farm on 1 January. 
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Yield of Non-phosphated and Phosphated Summer and Winter Legume 
Crops, and Actual and Percentage Increase due to Phosphates, 
on Mississippi Farm-unit and Area Test Demonstration 
Farms, 1935 to 1940 


Legume 

crop 

Numbei 

of 

field 

reports 

Untreated 

land 

Land treated with 
triple supet phosphate 

Increase from 
phosphate* 

Yield 
per acre 

lbs. applied 
per acre 

Yield! 

lbs. 

Per 

cent. 

Lespedeza 

45 

2,383 

iH 

3,818 

1,435 

60 

Lespedeza 

113 

2,578 


4,077 

1,499 

58 

Cowpea 

170 

2,244 


3,455 

1,211 

54 

Cowpea 

80 

1,815 


3,179 

1,364 

70 

Soybean 

143 

2,049 

50 

3,273 

1,224 

60 

Soybean 

90 

2,370 

100 

3,987 

1,617 

70 

Vetch 

877 

1,986 

100 

3,626 


82 

Austrian pea 

116 

2,623 

100 

4,157 

1,534 

58 


> Founds of cured hay per acre. 

< The increased hay yield has an acre value of $7 to $9, at $12 per ton. The phosphate fertiliser 
used would cost from $1 to $2 per acre per year at commercial rates. Chemical analyses show that 
the hay produced by phosphate or lime, or both, contains approximately 20 per cent, more protein 
and minerals important to livestock production than hay from untreated areas. 


Acreages of Different Crops on Farm-unit Test Demonstration Farms 
in 15 Tennessee Valley Counties of North Carolina, in 
1936 and 1939 


Average acreage 

1936 

1939 

Per cent. 

Row crops 

Small grains 

Winter legumes 

Summer legumes 

13.7 

7 

1.8 

11.3 

12.4 

6 

3.8 

14.9 

9.5 

14.3 

111 

32 


Average Annual Yield of Corn per Acre and Average Daily Production 
of Milk per Cow on Farm-unit Test Demonstration Farms in 
15 Tennessee Valley Counties of North Carolina, in 
1936, 1939 and 1940 



Average annual jdeld 
of com per acre (bushels) 

Average daily milk production 
per cow (lbs.) 

1936 

1939 

1940 

1936 

1939 

1940 

All farms 

30.7 

44.0 

36.9 

15.4 

18.8 

15.9 
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Average Numbers of Milk Cows and Poultry Kept per Farm on Farm- 
unit Test Demonstration Farms in the 15 Tennessee Valley 
Counties of North Carolina, in 1936, 1939 and 1940 



1936 

1939 

1940 

Milk cows 

4.0 

4.8 

4.2 

Poultry 

57.3 

73.8 

65.8 


Farm Management Data for 964 Farm-unit Test Demonstration 
Farms in 55 Counties in the Tennessee River Drainage Area of 
Tennessee and for all Farms in the Same Districts, 

1935 to 1939 
ms -100 



On 964 
unit farms 

On all farms in 
same district 


1935 

1939 

1935 

1939 

Land use, acreages 

Idle and waste land 





100 

67 

4 

4 

All crops 

100 

99 

100 

96 

Row crops 

100 

87 

100 

95 

Com 

100 

89 

100 

94 

Cotton 

100 

80 

100 

95 

Tobacco 

100 

129 

100 

155 

Pasture and hay crops 





Open pasture 

All hay crops 

100 

112 

4 

4 

100 

98 

100 

101 

Alfalfa 

100 

231 

100 

196 

Red clover 

100 

176 

100 

109 

Acre yields and total production 
Row crops 




100 

Corn, yields per acre 

100 

118 

100 

Corn, total production 

100 

103 

100 

94 

Cotton, yields per acre 

100 

128 

100 

132 

Tobacco, yields per acre 

100 

116 

100 

102 

Hay crops 




102 

Hay, yields per acre 

100 

125 

100 

Hay, total production 

100 

123 

100 

103 

Animal numbers'- 





Cows 

100 

103 

4 

4 

Productive animal units 

100 

101 

100 

99 

Fertiliser boughP 

100 

194 

100 

4 

Total receipts 

100 

100 

100 

121 


^ The data on total production of bay during the 5>year period indicate that the farmers could 
not be sure of the permanence of this increase until the 1938 and 1939 crops had been harvested. 
Increase in most classes of livestock, especially catUe and horses, is a relatively slow matter. Cattle 
constitute approtimately ^ per cent, of the total number of animal units on these farms. Addi- 
tional probable reasons why adjustments in livestock, and espedally cattle, have not been made 
on these test demonstration farms are the uncertain or unfavourable outlook for cattle i>rices in 
1939. the low prices received for dairy products In 1938 and 1939, and the decline in farm incomes 
in the same two years. 

* Data are for the entire State, instead of only for the districts containing the 964 farms. 

* Broadl/ speaking, the farms not following T.V.A. practices have kept the former exploiting 
methods, with row crops for cash purposes. This has resulted in larger *'total receipts" to the latter 
in the period studied. But when the livestodc increases as a result of better feed, cash as well as 
conservation results may be expected on the demonstration farms. 

* District data not available. 
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II. T.V.A. POWER OPERATIONS 


§ 



» Cf. Chapter XIII. 





























Expenses 

(in dollars) 
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Extent to which Net Income of Power Programme Covers Navigation 
and Flood-control Expenditure 
{in dollars) 


Total navigation 
programme 
expense 

Total flood-con- 
trol programme 
expense 

Total expense 

Ket income of 
power 
programme 

Net income from 

operation of water- 

control 

programme 

656,453.58 

855,850.45 

993,115.26 

1,075,707.96 

422,785.71 

444,576.61 

594,309.54 

633,420.39 

1,079,239.29 

1,300,427.06 

1,587.424.80 

1,709,128.35 

1,478,354.81 

4,299,229.43 

6,990,778.20 

3,673,352.50 

399,115.52 

2,998,802.37 

5,403,353.40 

1,964,224.15 


2. GROWTH OF T.V.A. POWER OPERATIONS* 


A. Capacity, Generation, and Sales 


Fiscal year 

Installed 

capacity, 

30 June 

Kilowatt-hours (thousands) 

Generated 

Sold 

HiHi 

184,180 

406,868 

395,854 


184,180 

122,370* 

100,680* 


184,180 

437,450 

407,205 


347,780 

731,588 

675,677 


383,780 

699,094 

625,207 


421,600 

1,733,459 

1,618,287 


742,800 

4,043,377 

3,629,676 


1,063,905 

5,556,000 

4,974,057 

HiiHi 

1,372,980 

6,025,147 

5,983,369 


1 Private utilities in this year had sulficieat water to generate power for their own needs. 


B, Number of Retail Customers, Distributors, and Miles of Trans- 
mission Lines Operated by the T.V.A. and Rural Lines Operated 

by Distributors 


Fiscal year 
(end) 

Retail 

customers 

Munict* 

paiities 

Distri- 

buting 

co-oper- 

atives 

Trans- 

mission 

mileage’ 

Total miles of rural line 

Constructed 

byT.V.A. 

Operated by 
T.V.A. and 
distributors* 


6,507 

3 

1 

130 

— 

z 


11,641 

7 

3 

237 





17,097 

10 

7 

540 

729 

1,115 

1937 

30,381 

17 

15 

1,110 

2,322 

2,905 

1938 

41,911 

21 

19 

1,422 

4,179 

4,693 

1939 

128,536 

40 

22 

2,150 

4,891 

6,854 

1940 

391,543 

74 

32 

4,691 

5,166 

14,621 


449,267 

76 

38 

5,016 

5,171 

19,213 


498,335 

85 

43 

5,505 

5,171 

20,447* 


> Lines of 1 2 lev. or over operated by Authority. 

* Includes lines constructed by the T.V.A. 

* Data not available. 

« Estimate for3l December 1941. Mo re recent data not available pending completion of survey. 
' Cf. Chapter III, 
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3 . DESTINATION OP TENNESSEE VALLEY AUTHORITY 
SYSTEM OUTPUT^ 



4 . COMPARISON OP RESIDENTIAL RATES AND CONSUMPTION' 



* Data for 1935. , . , ... 

* The variation in avera^ rate and overage use from year to year results from the acquisition 
of a large number of prix*ate utility customers. These figures are not comparable vilh those of the 
private utilities, since the latter serve mainly the same customers each year. 

* Large additions to the number of T.V.A. customers meant that initial purchases srere still 
on a rather low level, as when supplied by the utilities, so that purchases came chiefly within the 
higher price brackets of the scale of rates. In 1942 the average use per consumer was 1.543 kwh. 
and the average rate 2.00 cents per kwh. At the end of March 1943. 12 months* average use per 
customer bad risen to 1.563 kwh. at 1.99 per kwh. 

^ Cf. Chapter III. * Cf- Chapter III. 
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III. T.V.A DAMS‘ 
STATISTICAL DATA 


Cost* 

{Dollars) 

105 , 000,000 

38 . 900.000 

40 . 700.000 

39 . 900.000 

34 . 200.000 

37 . 600.000 

35 . 900.000 

38 . 500.000 


30 . 900.000 

19 . 500.000 

31 . 500.000 

22 . 200.000 

5 . 300.000 

8 . 500.000 

6 . 900.000 
62 , 000,000 

23 . 800.000 

25 . 500.000 

36 . 500.000 

Construction 

completed* 

— 

00 10 0 0^ rt* 0 e^ 
fo c*«< CO fc ^ ^ 

^ 0^ 0^ Ov Os Qs Os 

^4 »-4 

Ulllli 


July 1936 
May 1940 
Apr. 1942 

Jan. 1942 

Feb. 1942 

Jan. 1912 
Oct. 1913 
July 1931 
1916 

Construction 

started 

- 

OOiOOOCOtoiOsOO^O 
fOf 0 ^cOcOOcOcO*d< 
Os Os Os Os Os Os Os Os ^ 

WM 

^ iS a 0 ^ 0 5 •a ^ 


Oct. 1933 
July 1936 
Aug. 1940 
July 1941 
July 1941 
July 1941 
July 1941 
Jan. 1942 
Feb. 1942 
Feb. 1942 
Feb. 1942 
Aug. 1910 
May 1912 
Nov. 1925 
1915 

Power instatlation* 

S d 
*«S Q 

M.S 

0 44 

P 

OOOOOCOOOO 

oooooooooo 
000 CS 000 

0" so 0 00 0 so 

S 0 «^^i 00 sto 0 i 00 s 


40 

0000 <UO 0 ) 000^0000 
0000 bo boooQooor^ 

00 0 0 3^3 

o»oo»o poo^/TOeoeocTor 

04 -^csit^tt,esrT,osot^o^csjcscs 

•= 1 
.s t<f 

U 

0 

eC 

9 

oooooeoooo 
oooooooooo 
0 0 0 so 00 

00 ^00 oCcT 0 ^ 0 rjT’ 

CS«ttOOCSt^toOOOSSO 

»■< 4 ^ CS 444 


« 

0000 0)0 o>oooS^oooo 
0000 CO cooooooor*- 
00 so 00 00 OOOOOOOOOCO 

0 iC 0 to 55 ^ 0 0 0 0 00 00 0 oT 
o»oovt^ cs 0 so to 0 ^ es cNi 

^ CM ^ 

Area of 
lake 
(aeres) 

000000000 

OOOOOSOOOO 
0 00 to CO so u> 

sosotooooiooT^io 

lO’d's-HSOt^ C 0 rf< 4 -t 

cs 


OOOCOOOOOOOOOO 00 
OOOOOSCO-MOOOOO'-^ . OSOO 

C^CM ^0 '^to 0 00 4 -J^ 4^'0 0^ CMC'^ 
oso*-r^ 4 ^ t^otCoT^-T^ * foc^^ 

rj< CO ^ fO 

5 

j % 

r 04 -Hio-*- 4 ^ 0 sOs «:}<0 

4 ^ot 04 ^cso\o 6 c 4 to 

ooio^t 4 *oocoiot^to 


^OiOOOCMOoOOt^tO^to 00 

CM 06 OS CO * 4 ^ ^ OS so •d' CO 1 OCM 

^CM *0 CM ^CM^CM^ l^CS 

Useful 

storage* 

(acre-feet) 

00000 000 

00000 000 

0^000 00*^ 
o"oo cooes 1 t^Tco^oo 

r'- 4 -H^c>ioo 'rococo 

iTi'^ 4 ^ es co*^ ^ 

'dJ' 


00000000000 00 

OOOOOOSOOOOOO 00 
00 ^t^CM 0*00 0000 OSO 
^tOcO'OoTossoOC^OO'^ cooT 

oosot^cooo CMSOCMSOCOCO ‘ 00 4 « 4 < 
CMCO-t^ ^ CM ^so so CO CO 4 -« 

CM ^ ^ ^ 

Length 

(feet) 

Oioesr*iOsio-too 

es^so-i't'-*-HOs-rt 4 - 

^_^e'.^OO^co^Os_co^t 4 *^Os^OO 

00 •!is‘ so CO cs to esT CO 

■ 

or^ootooooooc«*)OOOo 

S000'0»00^toco'0coo0«d*to00 

Ci^CM^*'*^CM_^CO^so 00 CO^OO lO^so 00 ^ 0^00 
v-4^SO ^-TcM** CMCm"* •-T^ 

Maxi- 

mum 

height 

(feet) 

socor 4 -es*i<coesr-es 

so»Hfor«*csooesos«N 


265 

307.5 

175 

150 

190 

110 

140 

460 

318 

285 

161 

135 

30 

167 

92 

River 

Tennessee 

Tennessee 

Tennessee 

Tennessee 

Tennessee 

Tennessee 

Tennessee 

Tennessee 

Tennessee 

1 

Clinch 

Hiwassee 

Holston 

Hiwassee 

Nottely 

Ocoee 
Hiwassee 
Little Tenn. 
Watauga 

S. Holston 
French Broad 
Ocoee 

Ocoee 

Toccoa 

Caney Fork 

Afnin river 
projects 

Kentucky 
Pickwick Landing 
Wilson 

Wheeler 

Guntersvillc 

Hales Bar* 
Chickaniauga 
Watts Bar 

Ford Loudoun 

Trtbularj) storage 
frojetts 

Norris 

Hiwassee 

Cherokee 

Apalachia 

Nottely 

Ocoee No. 3 
Chatugc 

Fontana 

Watauga 

South Holston 
Douglas 

Ocoee No. H 
Ocoee No. 2 ^ 

Blue Ridge' 

Great Falls' 
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« a. Chapter II, 
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IV. EXPENSE TABLES, OTHER T.V.A. ACTIVITIES, 1933-1942 


1. NAVIGATION PROGRAMME 1933-19421 
(in dollars) 



1933-1938 

1939 

1940 

1941 

1942 

Total 

Studies and 
development 
Operations 
Maintenance 
Depreciation 
Administration 

19,771 

449,932 

18,997 

845,967 

50,191 

170,349 

20,411 

343,724 

71,778 

89,922 

198,585 

18,116 

461,965 

87,262 

82,137 

263,343 

9,326 

550,222 

88,087 

92,149 

304,562 

14,221 

593,701 

71,075 

334,170 

1,386,771 

81,071 

2,795,579 

318,202 

Total 

1,334,667 





4,915,793 


2. FLOOD CONTROL PROGRAMME 1933-42^ 
(in dollars) 



1933-1938 

1939 

1940 

1941 

1942 

Total 

Studies 

Operations 

Maintenance 

Depreciation 

Administration 

180,834 

483,152‘ 

13,569 

480,388 

24,517 

163,719 

13,607 

165,801 

55,141 

193,672 

9,755 

1.78,709 

62,441 

10,141 

258,497 

6,217 

253,931 

65,524 

11,952 

299,624 

9,236 

259,373 

53,235 

227,444 

1,398,664 

52,384 

1,338,202 

236,341 

Total 

1,157,943 

422,785 

444,577 

594,310 

633,420 

3,253,035 


' Includes emergency flood relief of $213,654 in 1937. 


3. fertiliser programme, net expense, 1933-42* 

(in dollars) 



1933-1938 

1939 

1940 

1941 

1942 

Total 

Experimental large- 
scale production, 
sold toA.A.A.,and 
used in farm de- 
monstration, etc. 

2,057,325 

2,250,406 

2,879,478 

3,088,632 

2,207,786 

12,483,627 

Manufacturingcost*, 
bagging, shipping, 
disintegration, ad- 
ministrative and 
other costs 

4,570,132 

2,207,264 

2,794,503 

2,982,604 

2,297,727 

14,852,230 

Net income ( — ) or 
expense 

2,512,807 

-43,142 

-84,975 

-106,028 

89,941 

2,368,603 

Tests _ and demon- 
strations and re- 
lated activities 

2,054,429 

1,374,963 

1,716,219 

1,701,528 

1,946,899 

8,794,038 

Research and de- 
velopment of ferti- 
liser production 

1,799,673 

870,397 

995,021 

654,718 

550,373 

4,870,182 

Profit on sale of land 



- 152,788 


-3,055 

- 155,843 

Net expense 

6,366,909 

2,202,218 

2,473,477 

2,250,218 

2,584,158 

15,876,980 


•Manufacturing cost (4,20C,888) (1,962.416) (2.209.951) (2.939.392) (2.305.656) (13.618.303). 


‘ Cf. Chapter II, * Cf. Chapter II. * Cf. Chapter IV. 
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4 . DEVELOPMENT ACTIVITIES 
{Net expense in dollars, year ended 30 June') 

/ 



1933-1938 

1939 

1940 

1941 

1942 

Total 

Mapping 

2,442,891 

256,119 

298,300 

246,974 

203,944 

3,448,228 

Forestry develop- 
ment and erosion 




307,886 

2,136,308 

control 

1,102,077 

220,172 

239,185 

266,988 

Mineral resources 



525,398 

1,663,088 

development 

770,265 

96,383 

89,422 

181,620 

Public health 

403,809 

123,572 

128,374 

127,492 

108,091 

891,338 

Agn'icultural indus- 
tries 




164,676 

1,713,968 

965,555 

188,590 

218,313 

176,834 

Transportation stu- 




147,063 

dies 

119,728 

6,376 

8,357 

12,602 

— 

General studies 

507,622 

132,636 

119,425 

100,195 

118,171 

978,049 

Recreational studies 




106,653 

regional 

106,653 

— 

— 

— 

— 

Administration 

— 

291,293 

307,334 

285,741 

296,116 

1,180,484 

Total 

6,418,600 



1,398,446 

1,724,282 

12,265,179 


5 . RELATED PROPERTY OPERATIONS® 
(iV«f expense in dollars) 



1933-1938 

1939 

1940 

1941 

1942, 

Total 

Operation, reservoir lands 

207,373 

63,513 

85,112 

58,820 

47,628 

462,446 

Design, grounds and 

buildings 

— 

— 

— 



45,097 

45,097 

Recreational facilities, de- 





velopment 

184,491 

21,941 

94,836 

201,316 

130,805 

633,389 

Recreational facilities. 

operation, net expense 

34,173 

760 

12,866 

16,107 

32 

63,938 

Rcaiforestation and ero- 




sion control 

298,618 

66,463 

61,090 

58,702 

61,905 

546,778 

Fish and game 


conservation 

201,960 

193,332 

93,246 

61,514 

59,223 

609,275 

Village operations 
National defence 

812,717 

219.676 

161,525 

164,723 

139;059 

1,497,700 

properties 

446,686 

48,082 

^399 

24,548 

18,902 

541,617 

Administration 


349,971 

335,123 

367,221 

295,520 

1,347,835 

Total 

2.186,018 

963.738 

847,197 





* Cf. Chapter V, 

* Cf. Chapter V. 
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6. CONGRESSIONAL APPROPRIATIONS TO T.V.A.* 
(itt dollars) 


Fiscal year 

Appropriation> 

1W4 

50,00^000 

1935 

25,000.000 

1936 

36,000,000 

1937 

39,900,000 

1938 

40,166,270 

1939 

40,000,000 

1940 

39,003,000 

1941 

40,000,000 

1942 

79,800,000 

1943 

136,100,000 


Supplementary appropriation- 

1941 

25,000,000 

1942 

40,000,000 

1942 

47,000,000 

1942 

30.000,000 


Total 667,969,270 


> In 1934 and 1935 the amounts were allotted by the President from larce funds voted by Con- 
gress to meet the economic emergency. In 1936 and 1937 the appropriations ncre voted liy Con- 
gress under the technical form of Dedciency Appropriation Bills; from 1938 to the present they lias’c 
been voted as a part of the Independent Ollices Appropriations Bills, as it was arranged that many 
United States departments similar to the T.V.A. (e.g.. the National Housing .Agency, the Federal 
Power Commission, the Maritime Commission) should be considered by a single Congressional 
Committee. 

* Four supplementary* appropriations amounting to $142,000,000 were voted in 1941-42 for the 
additional works and operations imposed by the war. In addition, to 1 July 1942, the Authority 
had made cash expenditures of approximately $10,000,000 out of funds advanced to it by other 
Federal agencies (e.g., for the War Department, for Defence Housing, etc,). 


» Cf. Chapter XII, 
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MINERALS FOUND IN THE TENNESSEE VALLEY^ 

The most important minerals found in the Tennessee Valley 
and adjacent regions from the standpoint of value, tonnage, and 
men employed in their production, are as follows: coal, iron (hema- 
tite and limonite), sand and gravel, limestone and dolomite, clay 
(brick, refractory, filler, and miscellaneous), phosphate, _ pyrite 
(sulphuric acid). Of these minerals, the first five have a wide dis- 
tribution in the Valley area. Phosphate occurs in Middle Ten- 
nessee, while pyrite and other sulphide minerals used for the pro- 
duction of sulphuric acid occur in the Copperhill-Ducktown district 
of Tennessee. 

The minerals which probably rank next in importance are feld- 
spar, fiuorite, mica and zinc (concentrates). Some of these, such as 
fluorite and mica, are important because they do not occur plenti- 
fully in other parts of the United States. Feldspar and mica are 
produced in western North Carolina; fluorite in the Kentucky- 
Illinois fields in the vicinity of Rosiclare, Illinois; zinc in east 
Tennessee near Knoxville. 

The following minerals are in active, sustained production, and 
while their value in the aggregate is very large, individually they 
are not as important as those mentioned in the two classes above: 
asphalt rock, ball clay, barite, copper (limited), sulphide ores, 
granite, kaolin, kyanite, marble, quartz pebbles, sandstone, talc, 
vermiculite. 

The Tennessee Valley area produces a substantial part of the 
country’s ball clay, and much of the best marble. Use of North 
Carolina kaolin is increasing rapidly as a result of new processes 
improving its quality and of difficulty in obtaining supplies from 
England, formerly the chief source. Vermiculite from North Caro- 
lina is a comparatively new mineral that is in increasing demand 
as a lightweight insulation material for construction and insulation 
uses. The only other commercial vermiculite field is in Montana. 
Copper is produced in limited quantity at the Copperhill-Ducktown 
field, where the by-products of the mining operations are used to 
produce sulphuric acid. 

The following minerals are produced in small amounts, or inter- 
mittently: bauxite (limited), bentonite, fullers earth, garnet, gold, 
lead concentrates (limited), manganese (limited), ochre, oil and gas 
(limited), olivine, pyrophyllite, quartz, quartzite, salt and gypsum, 
shale, slate, soapstone, titanium (rutile and ilmenite), tripoli, 
spodumene. 

The following minerals, although occurring in this area, are not 
in production: asbestos (short fibre), chromite, corundum and 
emery, graphite (amorphous), nickel. 


* Cf. Chapter I. 
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THE ALLOCATION OF T.V.A. POWER COSTS, 

THE PROFITABILITY OF T.V.A. POWER OPERATIONS, 
AND THE “YARDSTICK” 

The Statute required that the T.V.A. should make a valuation 
of the first dam (Wilson Dam) which came into its possession, and 
the power from which was the first available for sale, and there- 
after that other plant and other dams should be similarly valued 
and the valuation allocated between their several uses. But through 
a series of accidents and difficulties, and some differences within 
the Board itself as to the theory of allocation, the valuation of 
Wilson Dam was not actually made until January 1937. Even 
then, it was concluded and reported to the President under the 
stimulus of a peremptory amendment passed when Congress recon- 
sidered the Statute in 1935 and discovered that the Authority had 
not yet produced a valuation. 

But the Authority had electric power to sell from the moment 
it took over Wilson Dam, and it could not wait until a valuation 
and allocation were made before beginning to make contracts. In 
other words, it had to set up a rate-schedule before it had made the- 
final and minute mathematical analysis which the Statute de- 
manded of it, and its valuation had therefore to be made on the- 
basis of estimates. This was done by September 1933, in consulta- 
tion with a number of the most distinguished utility economists- 
in the United States. It was by no means an easy task. Wilson 
Dam had cost about $46 million to build, but the building opera- 
tions had not been continuous, a fact which had added to the ex- 
pense, and they had been carried out at a time of abnormally high 
prices; furthermore, the dam was already some seven years old 
when the Authority received it. The Authority therefore made 
calculations, as the Statute required, of its “present value”. On 
the basis of that valuation — ^some $30 million — a rough allocation 
was made of the proportions due to navigation, and to power opera- 
tions, and the Authority then proceeded on well-known bases of 
promotional electricity rating to set schedules of prices for its power. 
It appears that the final allocation, arrived at after years of expert 
analysis, very closely coincided with this first business appraisal. 

Six theories competed for acceptance as the basis of allocation 
in the total investment as the new dams were constructed. The 
first was the “no-allocation theory”, advanced by Mr. C. W. 
Kellog, President of the Edison Electric Institute, which required 
the whole cost of the dams to be attributed to the single purpose 
of power production. This theory the majority report of the Joint 
Committee Investigating the T.V.A. regarded as being not con- 
sistent, and not objective, but largely controlled by the desire of 
its sponsors to show that the yardstick was unfair and based on 
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too small an allocation to power.* Moreover, this theory seemed 
■directly contrary to the Statute, which directs that the dams and 
reservoirs shall be operated primarily for navigation and flood 
control (Section 9 (a)). 

A second, which was advanced by the first chairman of the 
T.V.A., may be called the "proportionate benefit” theory. The 
fundamental notion here was that the direct costs clearly attribut- 
able to each programme — for example, power or power turbines — 
should at once be allocated to that programme. Beyond that, each 
of the programmes — navigation, flood control and power, fertiliser 
and defence — enjoyed a benefit in the common use of the dams and 
other works. If the benefit receivable in terms of money by each 
of these programmes separately could be computed, or rather 
guessed, and then added together, the proportion of the benefit 
accruing to each to the total obtained by all would then be the 
proportion of known capital costs which should be allocated to 
each. Ingenious as this theory was, its great difficulty was the 
highly hypothetical, imaginary result of the attempt to evaluate 
benefits. 

Thirdly, there were people who said that the basis must be 
arbitrary: let direct costs be specifically attributed, but an equal 
one third share of common costs should be borne by the three 
great programmes. This solution would have satisfied nobody. 

Fourthly, there was the "incremental power-investment” 
theory, advanced by Dean Moreland^ when a witness for the Com- 
monwealth and Southern Corporation. Here again, the allocation 
principle referred to the common costs; power was to be charged 
with the balance of total investment, after deducting the estimated 
cost of the most econornical alternative plan for accomplishing the 
other purposes. The difficulty here was to assign a cost to each 
purpose subsequently where this had not been done originally, 
although three or more purposes were taken into account in the 
original design, construction and total cost. This necessarily 
involves hypothesis, and the hypothesis can differ very widely, 
according to the type of navigation or flood control systems that 
might have been built; so that under this particular method of 
allocation the costs and valuation might vary enormously even as 
between different witnesses who accepted it. Furthermore, this 
method took as its starting point alternative navigation and flood 
control systems that would not have accomplished the purposes 
specified in the T.V.A. Statute.® 

Fifthly, it appears that while this was never considered as a 
practical solution of the problem, counsel for the Authority con- 
tended that the theory most consistent with the Statute would be 
to charge directly to power only the cost of the power plant and to 
allocate to navigation and flood control the common costs of the 
dams excluding the power-house section. This is referred to as the 
"by-product” theory, power being considered as nothing more than 
a by-product of the dams which were built to satisfy the general 

‘ Op. cil., p. 1S6. 

* Dean Edward L. Moreland, of the Massachusetts Institute of Technology 

* Cf. Findings of District Court in Tennessee Electric Power Co. el al. v. Ten- 
ttessce Valley Authority. 
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public benefit by navigation and flood control, as directed in the 
Statute. 

The Alternate Justieiabee Expenditure Theory 

_ The T.V.A., working through an expert committee of public 
utility economists, rejected all these methods as unworkable in 
practice, and used as the principal guide to its final decision the 
“alternate Justifiable expenditure” theory. The briefest and most 
authoritative explanation is given in the Report of the Joint Inves- 
tigating Committee*; it refers to a 10-dam cost system, and runs 
as follows: 

The total cost of the 10 dams, with an installed electric capacity of 1,401,500 
kilowatts, is estimated at $407,809,864. 

1. The direct costs of navigation, flood control, and power were computed 
separately, as being the amount that could be saved by eliminating that function 
from thfe multiple-purpose programme. 

By eliminating navigation $44,880,800 could be saved; or by eliminating flood 
control $33,763,000 could be saved; or by eliminating power $108,884,965 could 
be saved. 

Taken all together, these direct costs leave $220,281,099 of the total multi- 
purpose costs still unallocated. This remainder represents common costs and 
may be considered as the cost of combining the three uses into one project and 
is allocated by the following process. 

2. For comparison with the direct costs as found in the multiple system, 
the separate cost of alternative one-use systems were computed. 

A system built for navigation alone, based mainly on the 'T8-dam plan" 
suggested by the Army Engineers, would have cost $163,519,900. 

A system built only for flood control would have cost $140,826,000. 

A system built only for power production would have cost $250,096,000. 
(These are, of course, on Tennessee Valley Authority estimates.) 

3. The next step was to determine the sum of the alternative single purpose 
costs remaining after deducting the direct costs identified in the multi-purpose 
costs, in order to compare the remaining alternative costs with the corresponding 
costs of the multi-purpose system. 

The direct cost for navigation in the combined system is $118,639,100 less 
than the cost of a system for navigation alone. 

The direct cost for flood control in the combined system is $107,063,000 less 
than the cost of a system for flood control alone. 

The direct cost for power in the combined system is $141,211,035 less than 
the cost of a system for power alone. 

The sum of these differences is therefore $366,913,135; the common cost of 
bringing them into combination, as given in (1) is $220,281,099, called in the 
report “remaining multiple use costs”. 

4. The remaining costs, $220,281,099, are allocated to the three purposes 
in the ratios of the respective single purpose remaining alternative costs (3) to 
the sum of those alternative costs. 

Applying this principle, the Authority made the following 
allocation, embodied first in a report to the President in 1938, and 
covering the three-dam system of Wilson, Norris and Wheeler: 


» Op. cit., pp. 157-158. 
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Allocation 

(in dollars) Per cent, of total cost 


Navigation 

26,294,000 

28 

Flood control 

18,470,000 

20 

Power 

49,360,000 

52 


94.124,000 

100 


A further report was submitted, as required^ by the Statute, in 
November 1940, based upon the same principles as the' original 
one, but now applied to seven dams as a single system — ^Wilson, 
Norris, Wheeler, Pickwick, Guntersville, Chickamauga and Hiwas- 
see. The Authority said : “The seven dams are so interrelated and 
interdependent in their operation that any significant assignment 
of costs to their several uses can be made only by considerinj; them 
as a single system, rather than as separate projects”. The amount 
invested in the seven-plant system, subject to allocation, was 
$210,279,469. Of this total, facilities installed exclusively for each 
special purpose were as follows: 

(in dollars) 

Navigation 17,177,896 

Flood control 4,871,000 

Power 56,368,996 

The remainder of the total investment, equal to $131,861,577, 
represented joint investment or common expenditure for the three 
purposes, and was allocated thus: navigation, 36 per cent.; flood 
control, 24 per cent.; power, 40 per cent.; nothing to national 
defence, and nothing to fertiliser. The Authority observed that 
these percentages could not be regarded as fixed with respect to 
future allocations; these must depend on varying circumstances 
relating to the additional multi-purpose structures, and wide diflFer- 
ences in the circumstances raised the probability of difference in 
the allocations. When the direct facilities for the single purposes 
are added to the percentages stated above, that is, single purpose 
investment plus joint investment, the result is: 

Per cent, of total investment 

Navigation 21.8 

Flood control 12.4 

Power 65.8 

Until the time of the T.V.A.’s allocation there had never been more 
than a two purpose project, namely, navigation and power, requiring 
allocation. 

Profitability of Sales 

Since the profitability of the T.V.A.’s power policy has been 
the subject of public controversy, involving the conflicting judg- 
ment of the most creditable experts, it is reasonable for the observer 
to follow the opinion of the majority report of the Joint Committee 
on the Investigation of the T.V.A. The Committee employed a 
number of engineering e.\perts to guide it on this subject, headed 
by Mr. Tom Panter, chief of the Los Angeles Power System. 
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The majority believed that it was necessary to hold fast the 
principle that the Authority is a river control project, to which 
power generation is incidental. Under this assumption, in order 
to justify the cost of generating hydroelectric power it was necessary 
only to show that the added cost of power generation and transmis- 
sion would be repaid by the revenues from power. It was thought 
that the estimates actually presented by the T.V.A. showed addi- 
tional revenues far in excess of this necessary minimum. 

In trying to answer the question whether the taxpayers of the 
nation were contributing to costs which should be borne by the 
consumers of the Authority’s power, the Committee analysed the 
various elements of cost, constantly bearing in mind a comparison 
with all the items of cost met by any private utility. These items 
are: 

1. Cost of dams as allocated to power; 

2. Interest during construction; 

3. Depreciation and amortisation ; , 

4. Taxes and insurance; 

5. Operation and maintenance. 

1. Cost of Dams as Allocated to Power 

This aspect of the matter has already been discussed.^ The 
Engineer’s Report for the Committee of Investigation increased 
the T.V.A.’s figure only a little, on account of the total cost, but 
thought that the percentage of allocation was sound. 

2. Interest during Construction 

Here, the T.V.A. allows for a rate of 3 per cent., basing this 
figure upon an estimate of the rate of interest for long-term money 
as reported by the Treasury for the years 1933 to 1937. The Com- 
mittee’s engineers, in order to take a conservative view, used the 
figure of 3J4 per cent. The minority of the Committee, hostile to 
the T.V.A., ignored the guidance of the Committee’s engineers, 
and argued that the T.V.A. would be on a like basis with utility 
companies only if it paid 6 per cent., which on the minority’s 
estimate of power-investment costs would total nearly $17 million. 
But in fact a Government agency whose credit stands high quite 
properly passes on the benefits of this credit to the power consumer 
or the general taxpayers. Knoxville City bonds readily sold at 
3.39 per cent. 

- 3. Depreciation 

In the matter of depreciation, Dean Moreland, making esti- 
mates for evidence on behalf of the utilities, reckoned on a 30-year 
life for the equipment and 50 years for the dams. This, on a sinking- 
fund basis, gave a rate of 1.5 per cent., comparing rather unfavour- 
ably with such systems as the Ontario Hydro-electric and the ^eat 
utilities operating in the Tennessee Valley. The T.V.A. made a 
more particular calculation, specifying the depreciation on the 


* Cf. Chapter III. 
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expected service lives for the various items of depreciable property. 
Thus, machinery and equipment were assumed to have an average 
life of 35 years; dams and mass concrete structures, 85^ years; 
superstructures and buildings, 75 years; transmission facilities, in 
six classifications, ranging from 15 to 50 years. The Committee’s 
engineers followed Dean Moreland’s rate, even adding a little. 
They worked on the 50-year basis, and further calculated amortisa- 
tion on a 50-year basis at per cent, interest, which, in their 
judgment, adequately provided for obsolescence by returning the 
total investment in this period.^ Thus, they allowed for both depre- 
ciation and amortisation, although privately owned utilities are 
not required to amortise their investments, and some have not even 
been required to provide for full depreciation. Actually, the T.V.A. 
does not use the sinking-fund basis for meeting depreciation, but 
the much more conservative “straight-line” method whereby invest- 
ment is spread as uniformly as possible over expected useful life; 
this has the effect of penalising the early years of the power develop- 
ment. 


4. Taxes and Insurance 

The T.V.A., being a Government agency, was by general con- 
stitutional law not subject to taxation, but the Statute provided 
that the T.V.A. should pay to the States in which it operated 5 per 
cent, of its gross revenues.* This figure was smaller than the amount 
in taxes generally paid by utilities, and had been violently criticised 
on the ground that because they did not include the full tax amount 
as an item of cost, the Authority’s accounts of true net profit were 
unfairly contrasted with those of the utilities. The Committee’s 
engineers therefore investigated the amounts paid in total taxes 
by the privately owned utilities: and considered that 12^^ per cent, 
on the Authority’s wholesale revenues would be a fair allowance. 
It was also observed that since the net receipts over cash payments 
are returned to the Federal Treasury, the fact that they are not 
returned in the form and under the name of taxes is immaterial. 
The Authority, in fact, took the figure of 12J/^ per cent, into account 
when fixing its wholesale rates. 

There was also computed by the Committee an amount of 
insurance equivalent to that paid by private companies. 

5. Operation and Maintenance 

On this item, the various parties in dispute found no occasion 
to differ seriously in their estimates. The only items upon which 
there was controversy were a number of elements which the Author- 
ity obtained free of charge or at less than the price asked of private 
firms, such as real estate taxes, gasoline taxes, postage and special 
freight rates from the land grant railroads, and workmen’s compen- 


• The T.V.A. made allowance for amortisation only for that part of its pro- 
perty that was non-deprcciable and had an indefinite life, such as reservoir lands 
and rights which it proposed to amortise in 85 years; but even computing this 
item on the terms of the Committee’s engineers the difference to costs is not 
important. 

® Since 1940 these payments have been substantially raised. Cf. Chapter IX. 



APPENDICES 


257 


sation payments.* The amount for franked envelopes was found 
to be very small; and the amount saved by special freights on land 
grant railroads was practically negligible, being equivalent to one 
seventieth of a mill per kilowatt hour. On the other hand, the 
Committee thought that because the T.V.A. operated under 
Government regulation it was compelled to meet a number of 
expenses which tended to increase its costs; for instance, in pur- 
chase and inspection requirements, auditing, personnel policies, 
and public health. The engineere thought that the net effect was 
negligible.® 

Having included these various items of cost, the Committee’s 
engineers then made an estimate of power revenues for a ten-dam 
system with a 60 per cent, load factor. The result showed a sub- 
stantial profit, though a little less than the expectations enter- 
tained by the T.V.A. The minority report of the investigating 
committee naturally took a different view of the estimates of reve- 
nue, considering that the calculations of the Authority and the 
Committee’s engineers were unduly optimistic and that the T.V.A. 
was producing an amount of electricity for which it could never 
find a market. 

It would seem on a reasonable survey of the facts that the 
estimates of the Committee’s majority report were well founded, 
especially if it is taken into consideration that the Authority’s 
interconnections with surrounding utility systems having a large 
steam generating capacity make possible the transformation of 
much of the Authority’s secondary and dump power into first- 
grade continuous current. Referring to a ten-dam system, the 
Committee thought that the T.V.A. would have an annual surplus 
over costs of about $3.8 million, if it remained an independent hydro- 
system; about $6.3 million if its secondary capacity were supported 
by interconnection ; and about $7 million if tliis, again, were sup- 
ported by supplementary steam generation. 

The Committee pointed out that the T.V.A. had been losing 
money during its period of development, which came to an end in 
1938. It estimated the losses to 30 June 1939 as $11,310,000, which, 
with interest accruing at per cent., amounted to a maximum of 
$13,000,000. The surplus on a seven-dam system would liquidate 
this in nine years; on a ten-dam system in five years; on a ten-dam 
system interconnected, in something like two years. The net con- 
clusion was that for a ten-dam system with all charges paid, 
per cent, interest amortisation and replacement, and a full tax- 
equivalent to the Treasury, the existing wholesale rates provided 
a balance of some $7 million a year, which could be applied to the 
maintenance and liquidation of the other Authority programmes. 
Such a power surplus would cover the annual expenses of naviga- 
tion and flood control, and return the total investment in these 
programmes in less than 50 years. Thus, as hoped, hydroelectric 
power would be the “paying partner”. 

‘ T.V.A. employees come under the United States Federal Employees’ Com- 
pensation system, and the compensation is paid by the Federal Government. _ 

* The T.V.A. and the distributors who buy its power also have certain minor 
accountancy obligations to the Federal Power Commission, which has established 
forms of account for suppliers of electricity. 
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An analysis of the prices and the operations of the municipali- 
ties and co-operatives buying wholesale electricity from the T.V.A. 
showed that, of fourteen municipalities, twelve had a net profit 
and two a net loss, and of the co-operatives, six had a net profit 
and seven a net loss. (The Engineers’ Report analysed only those 
distributors in service for eighteen months or more before 30 June 
1938.) The results appear to show that after 18 months’ service 
most of the municipalities could cover all fixed charges including 
a return of more than 6 per cent, on plant investments. But co- 
operatives, largely operating rural lines, need a longer period in 
which to attain profitability; some four or five years would be 
required to build up the necessary load.^ It still remains to be seen, 
however, whether the rates at which the T.V.A. requires the rural 
co-operatives to resell the electricity can be generally applied 
without requiring supplementary contributions to capital account 
from the members of the co-operative. 

"The Yardstick’’ 

A further question is whether the Authority's methods of opera- 
tion may be regarded as providing a yardstick of equitable rates 
for comparison with private industry, in order to show in particular 
that a reduction of rates was possible from the standpoint of costs, 
and desirable for the stimulation of consumption. The Committee 
thought that it was not necessary to exhibit the Authority’s internal 
costs and wholesale prices as the standard by which to challenge 
private utilities; it was enough to show that the T.V.A.’s own 
wholesale rates did not, in fact, undercut the costs charged by 
private utilities for wholesale power. (The cost of distribution of 
power, of course, is so large compared with wholesale costs, that the 
former is the crucial figure for analysis.) This was a simple task 
because it merely meant a comparison of the actual wholesale 
charges made by private utilities and the T.V.A. Such an analysis 
showed that the T.V.A. was not underselling the market by more 
than a mill or two per kilowatt hour, if at all. Therefore, the yard- 
stick was not in the Authority, but in the distributing operations 
performed by the municipalities and co-operatives. On the one side 
there was the Authority with its internal costs, selling prices, and 
profit or loss. These were important to the Authority and to the 
general public which pays the bill, and, as already shown, the rates 
were more than sufficient to cover the Authority’s power costs. 
They did not, however, affect the "retail yardstick’’, which became 
valid from the moment the municipalities and co-operatives began 
their operations with the purchase of wholesale power from the 
T.V.A. at rates which did not undersell the market. 

These retail operations were a sound yardstick, because the 
only criticisms raised against them were fallacious or immaterial. 
Thus, for example, it was argued that the benefits of various pro- 

' The accounts of the T.V.A. since this analysis was made tend to bear out 
the conclusions of the Committee’s engineers. Thus, in the fiscal year 1941, of 34 
co-operatives, 1 9 showed net losses for the year, due largely to heavy amortisation 
collections. Cf. Report from Comptroller, T. 7.^4.; Financial Statements, Munici- 
palities and Co-operatives, Year ended June 30, 1941. 
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motional costs incurred by the T.V.A., such as advertising the uses 
of electricity, redounded cost free and unaccounted for to the dis- 
tributors; but evidence showed that adequate accounts of these 
had been kept in the T.V.A. There had also been a proper charge 
to legal, engineering, accounting, and organisation costs. The ad- 
vertising provided by the E.H.F.A. had been paid for by the 
Government, was not concealed, and had offered advantages to 
private utilities as well as to the T.V.A. , for the result was an 
increase of electric sales generally and the benefits had spread over 
the whole area. 


ESTIMATES OF POWER REVENUES BEFORE THE 
JOINT CONGRESSIONAL COMMITTEE 

(in dollars) 


Items 

Moreland 

T.V.A. 

Congressional Committee 

Total cost of 

11 dams 

521,854,373 

486,669,540 


Navigation 
and flood 

172,942,600 

230.892,384 


Power 

348,911,773 

255,777,156 

(10 dams) 281,710,000 


ANNUAL COSTS 
(in dollars) 


Items 

11 dams 

11 dams 

ID dams 

Interest 

Depreciation 

12,212,000 
(3.5 per cent.) 
4,300,000 

7,673,315 
(3 per cent.) 
2,304,000 

(3 per cent.) 9,155,575 

Amortisation 
Renewals and 
replacements 
Operations and 
maintenance 
Taxes (5 per cent.) 

Power generation 
Transmission 
General equipment 
Development 
Administration 

1.193.000 

17,633,000 

7.341.000 

858.000 

150.000 
1,000,000 

1,198,400 

11,805,315 

5,195,260 

205.000 

120.000 
820,000 

(0.825percent.) 2,324,108 

(0.95 per cent.) 2,653,000 
3,130,000 

(insurance 3,284,550 

13.5 per cent.) 

Total 

Estimated revenues 

28.175.000 

24.136.000 

19,343,975 

23,968,750 

20,547,233 

24,330,000 

Profit or loss 

- 4,039,000’ 

-1-4,624,775’ 

-1- 3,782,767’ 






1 If all primary power were sold for general service and not put into spedal contracts, revenue 
-would be $22,925,000, and with slightly less annual cost surplus would be $2,822,000. 

* Compare this estimate with T.V.A. actual results, 1938-1942, as given on pp. 242-3, 
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MINORITY REPORT ESTIMATE ON 10 DAMS 


(in dollars) 

Total cost of projects, including transmission, all charged to power 494,092,864 
Annual costs (as they should be): 

Interest at 6 per cent, on total cost 29,646,000 

Taxes equal to those paid by utilities 7,506,000 


Total 

Actual annual costs: 
T.V.A. interest at 
per cent. 

T.V.A. taxes at 5 


Total 


per cent. 


Difference 


37,152,000 

10,782,921 

26,369,079 


T.V.A. deficit /Profits 1,737,479 on 10 dams on T.V.A. basis. 

\Difference 26,369,079 


Loss 24,631,600 



APPENDIX IV 


INTERSTATE COMPACTS 

The United States Congress, being convinced of the value of 
unified development of the Tennessee River, was able to establish 
an agency and give it the requisite continuing powers because it 
had the authority to act under the Constitution, in virtue of its 
powers to provide for national defence^ and its powers over navigable 
rivers.* There was an alternative constitutional route by which a 
local agency for unified development might have been set up, 
namely the "Compact Clause”, (Article 1, Section 10 of the Con- 
stitution), which reads: “No State shall, without the consent of 
Congress . . . enter into any Agreement or Compact with another 
State, or with a foreign Power”. Although this looks like a prohibi- 
tion, it is an authorisation with Congressional consent. 

In the many decades before Congress acted the seven Valley 
States could have made a compact or contract among themselves 
to accomplish the aims that were ultimately embodied in the T.V.A. 
Statute. It is true that there might have been reluctance on the 
part of these States to make financial provision for navigation and 
flood control which would benefit other States — for instance, 
Louisiana and Arkansas — or the whole country as an economic 
unit, without a contribution from them, and this would doubtless 
have obstructed the plan. However, a careful search of the historical 
records shows that the compact method was never even contem- 
plated. It may be surmised that, from the standpoint of each 
separate State, unity of administration of the Valley was desirable 
but not desperately necessary, since each had alternative methods 
of dealing with its own needs. There was plenty of water for all, 
and so no occasion for a compact to determine its distribution as 
in the Colorado River Compact. Floods were dealt with by local 
works, or, as on the Mississippi, with the aid of the United States 
Government through the Army Engineers. Thus the States saw 
no reason for a compact. What was needed for the common good 
was perceived more clearly by the national Government, which 
also foresaw the future, than by the local communities. 

Far otherwise was it in the case of the Colorado Compact.® 


^ Implied by Article 1, Section 8, clause 11, "To declare war . . . ”. 

“Article 1, Section 8, clause 3; "To regulate Commerce . . . among the 
several States”. 

’ Cf. National Resources Committee: Regional Factors in National Plan- 
ning (Dec. 1935), Part III, especially Chapter 7; also F. Frankfurter and J. M. 
Landis: "The Compact Clause of the Constitution”, in Yale Law Journal, May 
1925, pp. 685 et seg. and A. W. MacMahon: "Interstate Compacts”, in Ency- 
clopaedia of the Social Sciences, Vol. II. 
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Here seven States — ^Arizona, Utah, Colorado, New Mexico, Wyo- 
ming, Nevada, and California, in order of their part in the area of 
240,000 square miles drained by the river — ^were gravely concerned 
in the uses of the Colorado River, especially for irrigation, on Avhich 
their agricultural economies depended. It was seen also that mining 
activity in these States would be assisted, and an electrochemical 
industry opened up, if the problems of water supply and hydro- 
electric potentialities, which were enormous, could be solved by 
planned use over the whole area. Since 1902 the United States 
Bureau of Reclamation had built many dams and canals in the river 
system, and the United States Government had conducted surveys. 
After the world war of 1914-1918, reclamation projects and plans 
for the use of the water by the States in the lower basin of the River 
(with Arizona, California and New Mexico chiefly concerned) 
caused the States in the upper basin (with Wyoming, Utah, and 
Colorado chiefly concerned), as well as the former, to see the urgent 
need for agreement. Meetings of representatives of the States 
resulted, in 1920, in a suggestion that the apportionment of the 
waters might be accomplished by interstate compact. The several 
States passed a Bill authorising a State commissioner to formulate 
the compact, and required a representative of the Federal Govern- 
ment to participate in the formulation. Prolonged and anxious 
proceedings resulted in a compact signed in November 1922, based 
upon the principle of assigning the water, not between several 
States, but between the upper and the lower basin. Article 1 of the 
compact reads: 

The major purposes of this compact are to provide for the equitable division 
and apportionment of the use of the waters of the Colorado River System; to 
establish the relative importance of different beneficial uses of water; to^promote 
interstate comity; to remove causes of present and future controversies; and to 
secure the expeditious agricultural and industrial development of the Colorado 
River Basin, the storage of its waters, and the protection of life and property 
from floods. To these ends the Colorado River Basin is divided into two basins, 
and an apportionment of the use of part of the water of the Colorado River System 
is made to each of them with the provision that a further apportionment may be 
made. 

Thus the problem of the rights of the individual States was put 
off till a later date. The upper basin States were to allow so many 
acre feet to^ flow through a given point which was held to connect 
the two basins.* The States ratified the compact (with the exception 
of Arizona, which anticipated being placed at a disadvantage in 
relation to California), and it was finally accepted by an Act of 
Congress — the Boulder Dam Act of December 1928 — on' the basis 
of the adherence of six States. 

It appears that the compact method has by no means fully 
solved the problem, which was the division of the supply of water 
not merely in accordance with present needs, but with concern for 
future development. The settlement of future difficulties was left 
to ad hoc conferences of commissioners appointed for the purpose 
by each State. No authority was set up to consider all the needs 


* Ratified in Apr. 1944. 
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in relation to the supply and the changing economy of the United 
States as a whole, and rivalry between the States was intensified. 

It should be noted that the construction of Boulder Dam or any 
other dams on the Colorado system does not depend on a compact 
among the States, but derives directly from the power of the Federal 
authority to regulate navigable rivers, arising out of its power 
“to regulate commerce . . . among the several States”. 

The States of New Jersey and New York were also able to make 
a compact (1921) which enabled the New York Port Authority^ 
to come into existence to administer the affairs of that great port. 
Up to that time, each State had sought to exploit for itself the 
fruits of the commerce passing into and out of the harbour. Neither 
alone could fully plan the terminals, the transport and other facili- 
ties required, or offer to all users the economies available from 
amalgamated government. The agreement ended a series of con- 
troversies and quarrels which began in the early nineteenth century 
and remained quiescent for some decades, but which flared up again 
when, from the turn of the century onwards, the remarkable growth 
in commerce produced an intolerable congestion. From 1911 
onwards, there were many conferences and investigations, and 
strong public controls over the harbours were later established by 
each State; but such controls did not lessen competitive hostility, 
which was, indeed, promoted by discriminatory railroad rates and 
facilities to the rival parties of the harbour. The controversy over 
the discrimination in rates came before the Interstate Commerce 
Commission in 1917 at the instance of New Jersey. The proceedings 
showed clearly that New York Harbour was one, and should be 
governed as a unit; and the Interstate Commerce Commission 
reprimanded the private interests, the railroads, and others which 
had supported and fomented the hostility by their individual quests 
for their own convenience and profit. As a result of this open analy- 
sis, and after prolonged studies and plans, a compact was entered 
into, makirig it possible to set up a body corporate and politic, 
consisting of six commissioners, three from each State to be chosen 
as each State should determine, to govern a port district with boun- 
daries roughly 20 miles from the lower end of Manhattan Island. 

The method of treaty-making between the nations of Europe 
regarding European transport by railway, road, waterways, and 
air, and the exploitation of hydro and other electricity resources 
follows generally the United States interstate compact method 
rather than the T.V.A. method*, and in consequence there are grave 
shortcomings in the conduct of those utilities from a European 
point of view. The larger the number of States which are parties to 
a common problem, the greater would seem to be the need for the 
establishment of a continuing agency through whose good offices 
the development of the sector of economic or social life in question 
might be promoted. Generally speaking, bi-partite compacts are 
easier to negotiate than multi-partite, but the bi-partite pact may 
throw burdens on those not induded in it and may not solve the 
problem. 


1 Cf. E. W. Bard: The Pori of New York Authority (New York, 1942). 

® Cf. for a comparative study, H. A. Smith: The Economic Uses of Inter- 
national Rivers (London, 1931). 
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THE TENNESSEE VALLEY AUTHORITY ACT 

[Public — No. 17 — 73d Congress, 1st Session] 

[H. R. 5081] 

18 May 1933, 48 Stat. 58, as amended to 21 November 1941 
AN ACT 

To improve the navigability and to provide for the flood control 
of the Tennessee River; to provide for reforestation and the 
proper use of marginal lands in the Tennessee Valley; to provide 
for the agricultural and industrial development of said valley; 
to provide for the national defense by the creation of a corpora- 
tion for the operation of Government properties at and near 
Muscle Shoals in the State of Alabama, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the 
United States oi America in Congress assembled, That for the purpose 
of maintaining and operating the properties now owned by the 
United States in the vicinity of Muscle Shoals, Alabama, in the 
interest of the national defense and for agricultural and industrial 
development, and to improve navigation in the Tennessee River 
and to control the destructive flood waters in the Tennessee River 
and Mississippi River Basins, there is hereby created a body cor- 
porate by the name of the “Tennessee Valley Authority” (herein- 
after referred to as the “Corporation”). The board of directors 
first appointed shall be deemed the incorporators, and the incorpora- 
tion shall be held to have been effected from the date of the first 
meeting of the board. This Act may be cited as the “Tennessee 
Valley Authority Act of 1933.” [48 Stat. 58-59.] * 

Sec. 2. (a) The board of directors of the Corporation (herein- 
after referred to as the “board”) shall be composed of three mem- 
bers, to be appointed by the President, by and with the advice and 


‘—For the purpose of identifying the sections which appeared in the original 
act of 1933 and those which have been brought into the act by amendment, 
references have been placed at the end of the sections. For example, the reference 
at the end of section 1, 48 Stat. 58-59, indicates that this section will be found 
in volume 48 of the Statutes at Large on pages 58 to 59. All sections will be found 
in volumes 48, 49, 53, and 54 of the Statutes at Large as indicated, with the 
exception of sections 4 (fc) and 9 (b) which at the time of this printing were not 
available. 
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consent of the Senate. In appointing the members of the board, 
the President shall designate the chairman. All other officials, 
agents, and employees shall be designated and selected by the board. 

(6) The terms of office of the members first taking office after 
the approval of this Act shall expire as designated by the President 
at the time of nomination, one at the end of the third year, one 
at the end of the sixth year, .and one at the end of the ninth year, 
after the date of approval of this Act. A successor to a member of 
the board shall be appointed in the same manner as the original 
members and shall have a term of office expiring nine years from 
the date of the expiration of the term for which his predecessor 
was appointed. 

(c) Any member appointed to fill a vacancy in the board occur- 
ring prior to the expiration of the term for which his predecessor 
was appointed shall be appointed for the remainder of such term. 

(d) Vacancies in the board so long as there shall be two mem- 
bers in office shall not impair the powers of the board to execute 
the functions of the Corporation, and two of the members in office 
shall constitute a quorum for the transaction of the business of the 
board. 

(e) Each of the members of the board shall be a citizen of the 
United States, and shall receive a salary at the rate of $10,000 a 
year, to be paid by the Corporation as current expenses. Each 
member of the board, in addition to his salary, shall be permitted 
to occupy as his residence one of the dwelling houses owned by the 
Government in the vicinity of Muscle Shoals, Alabama, the same 
to be designated by the President of the United States. Members 
of the board shall be reimbursed by the Corporation for actual 
expenses (including travelling and subsistence expenses) incurred 
by them in the performance of the duties vested in the board by 
this Act. No member of said board shall, during his continuance 
in office, be engaged in any other business, but each member shall 
devote himself to the work of the Corporation. 

(/) No director shall have financial interest in any public 
utility corporation engaged in the business of distributing and 
selling power to the public nor in any corporation engaged in the 
manufacture, selling, or distribution of fixed nitrogen or fertilizer, 
or any ingredients thereof, nor shall any member have any interest 
in any business that may be adversely affected by the success of the 
Corporation as a producer of concentrated fertilizers or as a pro- 
ducer of electric power. 

(g) The board shall direct the exercise of all the powers of the 
Corporation. 

(h) All members of the board shall be persons who profess a 
belief in the feasibility and wisdom of this Act. [48 Stat. 59.] 

Sec. 3. The board shall without regard to the provisions of 
Civil Service laws applicable to officers and employees of the United 
States, appoint such managers, assistant managers, officers, em- 
ployees, attorneys, and agents, as are necessary for the transaction 
of its business, fix their compensation, define their duties, require 
bonds of such of them as the board may designate, and provide a 
system of organisation to fix responsibility and promote efficiency. 
Any appointee of the board may be removed in the discretion of the 
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board. No regular officer or employee of the Corporation shall 
receive a salary in excess of that received by the members of the 
board. 

All contracts to which the Corporation is a party and which 
require the employment of laborers and mechanics in the construc- 
tion, alteration, maintenance, or repair of buildings, dams, locks, 
or other projects shall contain a provision that not less than the 
prevailing rate of wages for work of a similar nature prevailing in 
the vicinity shall be paid to such laborers or mechanics. 

In the event any dispute arises as to what are the prevailing 
rates of wages, the question shall be referred to the Secretary of 
Labor for determination, and his decision shall be final. In the 
determination of such prevailing rate or rates, due regard shall be 
given to those rates which have been secured through collective 
agreement by representatives of employers and employees. 

Where such work as is described in the two preceding para- 
graphs is done directly by the Corporation the prevailing rate of 
wages shall be paid in the same manner as though such work had 
been let by contract. 

Insofar as applicable, the benefits of the Act entitled “An Act 
to provide compensation for employees of the United States suffer- 
ing injuries while in the performance of their duties, and for other 
purposes", approved September 7, 1916, as amended, shall extend 
to persons given employment under the provisions of this Act. 
[48 Stat. 59-60.] 

Sec. 4. Except as otherwise specifically provided in .this Act, 
the Corporation — 

(a) Shall have succession in its corporate name. 

(&) May sue and be sued in its corporate name. 

(c) May adopt and use a corporate seal, which shall be judicially 
noticed. 

id) May make contracts, as herein authorised. 

(e) May adopt, amend, and repeal bylaws. 

(f) May purchase or lease and hold such real and personal 
property as it deems necessary or convenient in the transaction 
of its business, and may dispose of any such personal property 
held by it. 

The board shall select a treasurer and as many assistant trea- 
surers as it deems proper, which treasurer and assistant treasurers 
shall give such bonds for the safe-keeping of the securities and 
moneys of the said Corporation as the board may require : Provided, 
That any member of said board may be removed from office at- 
any time by a concurrent resolution of the Senate and the House 
of Representatives. 

(g) Shall have such powers as may be necessary or appropriate 
for the e-xercise of the powers herein specifically conferred upon the 
Corporation. 

(/:) Shall have power in the name of the United States of Ame- 
rica to exercise the right of eminent domain, and in the purchase 
of any real estate or the acquisition of real estate by condemnation 
proceedings, the title to such real estate shall be taken in the name 
of the United States of America, and thereupon all such real estate 
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shall be entrusted to the Corporation as the agent of the United 
States to accomplish the purposes of this Act. 

(i) Shall have power to acquire real estate for 'the construction 
of dams, reservoirs, transmission lines, power houses, and other 
structures, and navigation projects at any point along the Ten- 
nessee River, or any of its tributaries, and in the event that the 
owner or owners of such property shall fail and refuse to sell to the 
Corporation at a price deemed fair and reasonable by the board, 
then the Corporation may proceed to exercise the right of eminent 
domain, and to condemn all property that it deems necessary for 
carrying out the purposes of this Act, and all such condemnation 
proceedings shall be had pursuant to the provisions and require- 
ments hereinafter specified, with reference to any and all condemna- 
tion proceedings [48 Stat. 60-61] : Provided,, That nothing contained 
herein or elsewhere in this Act shall be construed to deprive the 
Corporation of the rights conferred by the Act of February 26, 1931 
(46 Stat. 1422, ch. 307, secs. 1 to 5, inclusive), as now compiled in 
section 2S8a to 258e, inclusive, of Title 40 of the United States Code. 
[49 Stat. 1075.] 

(j) Shall have power to construct such dams, and reservoirs, 
in the Tennessee River and its tributaries, as in conjunction with 
Wilson Dam, and Norris, Wheeler, and Pickwick Landing Dams, 
now under construction, will provide a nine-foot channel in the 
said river and maintain a water supply for the same, from Knox- 
ville to its mouth, and will best serve to promote navigation on the 
Tennessee River and its tributaries and control destructive flood 
waters in the Tennessee and Mississippi River drainage basins; 
and shall have power to acquire or construct power houses, power 
structures, transmission lines, navigation projects, and incidental 
works in the Tennessee River and its tributaries, and to unite the 
various power installations into one or more systems by transmis- 
sion lines. The directors of the Authority are hereby directed to> 
report to Congress their recommendations not later than April 1, 
1936, for the unified development of the Tennessee River system. 
[48 Stat. 61, as amended by 49 Stat. 1075.] 

(ft) Shall have power in the name of the United States — 

(а) to convey by deed, lease, or otherwise, any real prop- 
erty in the possession of or under the control of the 
Corporation to any person or persons, for the purpose 
of recreation or use as a summer residence, or for the 
operation on such premises of pleasure resorts for 
boating, fishing, bathing, or any similar purpose; 

(б) to convey by deed, lease, or otherwise, the possession 
and control of any such real property to any corpora- 
tion, partnership, person, or persons for the purpose 
of erecting thereon docks and buildings for shipping: 
purposes or the manufacture or storage thereon of 
products for the purpose of trading or shipping in 
transportation: Provided, That no transfer authorized 
herein in (6) shall be made without the approval of 
Congress : And provided further. That said Corporation, 
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without further action of Congress, shall have power 
to convey by deed, lease, or otherwise, to the Ingalls 
Shipbuilding Corporation, a tract or tracts of land 
at or near Decatur, Alabama, and to the Commercial 
Barge Lines, Inc., a tract or tracts of land at or near 
Guntersville, Alabama; 

(c) to transfer any part of the possession and control of 
the real estate now in possession of and under the con- 
trol of said Corporation to any other department, 
agency, or instrumentality of the United States: 
Provided, however. That no land shall be conveyed, 
leased, or transferred, upon which there is located 
any permanent dam, hydroelectric power plant, or 
munitions plant heretofore or hereafter built by or 
for the United States or for the Authority, except 
that this prohibition shall not apply to the transfer 
of Nitrate Plant Numbered 1, at Muscle Shoals, 
Alabama, or to Waco Quarry: And provided further. 
That no transfer authorized herein in (c) or (c), except 
leases for terms of less than t^venty years, shall be 
made without the approval of the President of the 
United States, if the property to be conveyed exceeds 
$500 in value; and 

(d) to convey by warranty deed, or otherwise, lands, 
easements, and rights-of-way to States, counties, 
municipalities, school districts, railroad companies, 
telephone, telegraph, water, and power companies, 
where any such conveyance is necessary in order to 
replace any such lands, easements, or rights-of-way 
to be flooded or destroyed as the result of the con- 
struction of any dam or reservoir now under construc- 
tion by the Corporation, or subsequently authorized 
by Congress, and easements and rights-of-way upon 
which are located transmission or distribution lines. 
The Corporation shall also have power to convey or 
lease Nitrate Plant Numbered 1, at Muscle Shoals, 
Alabama, and Waco Quarry, with the approval of the 
War Department and the President. [49 Stat. 1076, 
as amended by Public, No. 184, 77th Cong., 1st sess., 
H. R. 2097.] 

(I) Shall have power to advise and cooperate in the readjust- 
ment of the population displaced by the construction of dams, the 
acquisition of reservoir areas, the protection of watersheds, the 
acquisition of rights-of-way, and other necessary acquisitions of 
land, in order to effectuate the purposes of the Act; and may co- 
operate with Federal, State, and local agencies to that end. [49 Stat. 
1080.] 

Sec. 5. The board is hereby authorized — 

(fl) To contract with commercial producers for the production 
of^such fertilizers or fertilizer materials as may be needed in the 
Government’s program of development and introduction in excess 
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of that produced by Government plants. Such contracts may pro- 
vide either for outright purchase of materials by the board or only 
for the payment of carrying charges on special materials manu- 
factured at the board's request for its program. 

(6) To arrange with farmers and farm organizations for large- 
scale practical use of the new forms of fertilizers under conditions 
permitting an accurate measure of the economic return they pro- 
duce. [48 Stat. 61.] 

(c) To cooperate with National, State, district, ‘ or county 
experimental stations or demonstration farms,with farmers, land- 
owners, and associations of farmers or landowners, for the use of 
new forms of fertilizer or fertilizer practices during the initial or 
experimental period of their introduction, and for promoting the 
prevention of soil erosion by tlie use of fertilizers and otherwise. 
[48 Stat. 61, as amended by 49 Stat. 1076.) 

(ti) The board in order to improve and cheapen the production 
of fertilizer is authorized to manufacture and sell fixed nitrogen, 
fertilizer, and fertilizer ingredients at Muscle Shoals by the employ- 
ment of existing facilities, by modernizing existing plants, or by 
any other process or processes that in its judgment shall appear 
wise and profitable for the fixation of atmospheric nitrogen or the 
cheapening of the production of fertilizer. 

(e) Under the authority of this Act the board may make dona- 
tions or sales of the product of the plant or plants operated by it 
to be fairly and equitably distributed through the agency of county 
demonstration agents, agricultural colleges, or otherwise as the 
board may direct, for experimentation, education, and introduction 
of the use of such products in cooperation with practical farmers 
so as to obtain information as to the value, effect, and best methods 
of their use. 

(/) The board is authorized to make alterations, modifications, 
or improvements in existing plants and facilities, and to construct 
new plants. 

•_(g) In the event it is not used for the fixation of nitrogen for 
agricultural purposes or leased, then the board shall maintain in 
stand-by condition nitrate plant numbered 2, or its equivalent, 
for the fixation of atmospheric nitrogen, for the production of ex- 
plosives in the event of war or a national emergency, until the 
Congress shall by joint resolution release the board from this obliga- 
tion, and if any part thereof be used by the board for the manu- 
facture of phosphoric acid or potash, the balance of nitrate plant 
numbered 2 shall be kept in stand-by condition. 

(h) To establish, maintain, and operate laboratories and experi- . 
mental plants, and to undertake experiments for the purpose of 
enabling the Corporation to furnish nitrogen products for military 
purposes, and nitrogen and other fertilizer products for agricultural 
purposes in the most economical manner and at the highest stand- 
• ard of efficiency. 

(«) To request the assistance and advice of any officer, agent, 
or employee of any executive department or of any independent 
office of the United States, to enable the Corporation the better 
to carry out its powers successfully, and as far as practicable shall 
utilize the services of such officers, agents, and employees, and the 
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President shall, if in his opinion, the public interest, service, or 
economy so require, direct that such assistance, advice, and ser- 
vice be rendered to the Corporation, and any individual that may 
be by the President directed to render such assistance, advice, and 
service shall be thereafter subject to the orders, rules, and regula- 
tions of the board : Provided, That any invention or discovery made 
by virtue of and incidental to such service by an employee of the 
Government of the United States serving under this section, or 
by any employee of the Corporation, together with any patents 
which may be granted thereon, shall be the sole and exclusive prop- 
erty of the Corporation, which is hereby authorized to grant such 
licenses thereunder as shall be authorized by the board: Provided 
further, That the board may pay to such inventor such sum from 
the income from sale of licenses as it may deem proper. 

(j) Upon the requisition of the Secretary of War or the Secre- 
tary of the Navy to manufacture for and sell at cost to the United 
States explosives or their nitrogenous content. 

Qi) Upon the requisition of the Secretary of War the Corpora- 
tion shall allot and deliver without charge to the War Department 
so much power as shall be necessary in the judgment of said Depart- 
ment for use in operation of all locks, lifts, or other facilities in aid 
of navigation. 

(l) To produce, distribute, and sell electric power, as herein 

particularly specified. ’ 

(m) No products of the Corporation shall be sold for use outside 
of the United States, its Territories and possessions, except to the 
United States Government for the use of its Army and Navy, or 
to its allies in case of war. 

(«) The President is authorized, within twelve months after 
the passage of this Act, to lease to any responsible farm organiza- 
tion or to any corporation organized by it nitrate plant numbered 
2 and Waco Quarry, together with the railroad connecting said 
quarry with nitrate plant numbered 2, for a term not exceeding 
fifty years at a rental of not less than $1 per year, but such authority 
shall be subject to the express condition that the lessee shall use 
said property during the term of said lease exclusively for the manu- 
facture of fertilizer and fertilizer ingredients to be used only in the 
manufacture of fertilizer by said lessee and sold for use as fertilizer. 
The said lessee shall covenant to keep said property in first-class 
condition, but the lessee shall be authorized to modernize said plant 
numbered 2 by the installation of such machinery as may be neces- 
sary, and is authorized to amortize the cost of said machinery and 
improvements over the term of said lease or any part thereof. Said 
lease shall also provide that the board shall sell to the lessee power 
for the operation of said plant at the same schedule of prices that 
it charges all other customers for power of the same class and quan- 
tity. Said lease shall also provide that, if the said lessee does not 
desire to buy power of the publicly owned plant, it shall have the 
right to purchase its power for the operation of said plant of the 
Alabama Power Company or any other publicly or privately owned 
corporation engaged in the generation and sale of electric power, 
and in such case the lease shall provide further that the said lessee 
shall have a free right of way to build a transmission line over 
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Government property to said plant paying the actual expenses 
and damages, if any, incurred by the Corporation on account of 
such line. Said lease shall also provide that the said lessee shall 
covenant that during the term of said lease the said lessee shall 
not enter into any illegal monopoly, combination, or trust with 
any privately owned corporation engaged in the manufacture, pro- 
duction, and sale of fertilizer with the object or effect of increasing 
the price of fertilizer to the farmer. [48 Stat. 61-63.] 

Sec. 6. In the appointment of officials and the selection of 
employees for said Corporation, and in the promotion of any such 
employees or officials, no political test or qualification shall be 
permitted or given consideration, but all such appointments and 
promotions shall be given and made on the basis of merit and effi- 
ciency. Any member of said board who is found by the President 
of the United States to be guilty of a violation of this section shall 
be removed from office by the President of the United States, and 
any ajjpointee of said board who is found by the board to be guilty 
of a violation of this section shall be removed from office by said 
board. [48 Stat. 63.] 

Sec. 7. In order to enable the Corporation to exercise the 
powers and duties vested in it by this Act — 

(o) The exclusive use, possession, and control of the United 
States nitrate plants -numbered 1 and 2, including steam plants, 
located, respectively, at Sheffield, Alabama, and Muscle Shoals, 
Alabama, together with all real estate and buildings connected 
therewith, all tools and machinery, equipment, accessories, and 
materials belonging thereto, and all laboratories and plants used 
as auxiliaries thereto; the fixed-nitrogen research laboratory, the 
Waco limestone quarry, in Alabama, and Dam Numbered 2, 
located at Muscle Shoals, its power house, and all hydroelectric 
and operating appurtenances (except the locks) , and all machinery, 
lands, and buildings in connection therewith, and all appurtenances 
thereof, and all other property to be acquired by the Corporation 
in its own name or in the name of the United States of America, 
are hereby intrusted to the Corporation for the purposes of this Act. 

(b) The President of the United States is authorized to provide 
for the transfer to the Corporation of the use, possession, and con- 
trol of such other real or personal property of the United States 
as he may from time to time deem necessary and proper for the 
purposes of the Corporation as herein stated. [48 Stat. 63.] 

Sec. 8. (c) The Corporation shall maintain its principal office 
in the immediate vicinity of Muscle Shoals, Alabama. The Corpora- 
tion shall be held to be an inhabitant and resident of the northern 
judicial district of Alabama within the meaning of the laws of the 
United States relating to the venue of civil suits. 

(6) The Corporation shall at all times maintain complete and 
accurate books of accounts. 

(c) Each member of the board, before entering upon the duties 
of his office, shall subscribe to an oath (or affirmation) to support 
the Constitution of the United States and to faithfully and imparti- 
ally perform the duties imposed upon him by this Act. [48 Stat. 63.] 

Sec. 9. (a) The board shall file with the President and with 
the Congress, in December of each year, a financial statement and 
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a complete report as to the business of the Corporation covering 
the preceding governmental fiscal year. This report shall include 
an itemized statement of the cost of power at each power station, 
the total number of employees and the names, salaries, and duties 
of those receiving compensation at the rate of more than $1,500 a 
year. [48 Stat. 63.] 

(&) All purchases and contracts for supplies or services, except 
for personal services, made by the Corporation, shall be made after 
advertising, in such manner and at such times sufficiently in ad- 
vance of opening bids, as the board shall determine to be adequate 
to insure notice and opportunity for competition: Provided, That 
advertisement shall not be required when, (1) an emergency re- 
quires immediate delivery of the supplies or performance of the 
services; or (2) repair parts, accessories, supplemental equipment, 
or services are required for supplies or services previously furnished 
or contracted for; or (3) the aggregate amount involved in any pur- 
chase of supplies or procurement of services does not exceed $500; 
in which cases such purchases of supplies or procurement of services 
may be made in the open market in the manner common among 
businessmen: Provided further, That in comparing bids and in 
making awards the board may consider such factors as relative 
quality and adaptability of supplies or services, the bidder’s finan- 
cial responsibility, skill, experience, record of integrity in dealing, 
ability to furnish repairs and maintenance services, the time of 
delivery or performance offered, and whether the bidder has com- 
plied with the specifications. 

The Comptroller General of the United States shall audit the 
transactions of the Corporation at such times as he shall determine, 
but not less frequently than once each governmental fiscal year, 
with personnel of his selection. In such connection he and his 
representatives shall have free and open access to all papers, books, 
records, files, accounts, plants, warehouses, offices, and all other 
things, property, and places belonging to or under the control of 
or used or employed by the Corporation, and shall be afforded full 
facilities for counting all cash and verifying transactions with and , 
balances in depositaries. He shall make report of each such audit 
in quadruplicate, one copy for the President of the United States, 
one for the chairman of the board, one for public inspection at the 
principal office of the Corporation, and the other to be retained by 
him for the uses of the Congress: Provided, That such report shall 
not be made until the Corporation shall have had reasonable oppor- 
tunity to examine the exceptions and criticisms of the Comptroller 
General or the General Accounting Office, to point out errors therein, 
explain or answer the same, and to file a statement which shall be 
submitted by the Comptroller General with his report. The ex- 
penses for each such audit shall be paid from any appropriation or 
appropriations for the General Accounting Office, and such part of 
such expenses as may be allocated to the cost of generating, trans- 
mitting, and distributing electric energy shall be reimbursed 
promptly by the Corporation as billed by the Comptroller General. 
The Comptroller General shall make special report to the President 
of the United States^ and to the Congress of any transaction or 
condition found by him to be in conflict with the powers or duties 



APPENDICES 


273 


entrusted to the Corporation by law. [48 Stat. 63-64, as amended 
by 49 Stat. 1080-1081.] 

Nothing in this Act shall be construed to relieve the Treasurer . 
or other accountable officers or employees of the Corporation from 
compliance with the provisions of existing law requiring the rendi- 
tion of accounts for adjustment and settlement pursuant to section 
236, Revised Statutes, as amended by section 305 of the Budget 
and Accounting Act, 1921 (42 Stat. 24), and accounts for all re- 
ceipts and disbursements by or for the Corporation shall be rendered 
accordingly: Provided, That, subject only to the provisions of the 
Tennessee Valley Authority Act of 1933, as amended, the Corpora- 
tion is authorized to make such expenditures and to enter into such 
contracts, agreements, and arrangements, upon such terms and 
conditions and in such manner as it may deem necessary, including 
the final settlement of all claims and litigation by or against the 
Corporation; and, notwithstanding the provisions of any other law 
governing the expenditure of public funds, the General Accounting 
Office, in the settlement of the accounts of the Treasurer or other 
accountable officer or employee of the Corporation, shall not dis- 
allow credit for, nor withhold funds because of, any expenditure 
which the board shall determine to have been necessary to carry 
out the provisions of said Act. 

The Corporation shall determine its own system of adminis- 
trative accounts and the forms and contents of its contracts and 
other business documents except as otherwise provided in the 
Tennessee Valley Authority Act of 1933, as amended. [Public, 
No. 306, 77th Cong., 1st sess., H. R. 4961.] 

Sec. 9a. The board is hereby directed in the operation of any 
dam or reservoir in its possession and control to regulate the stream 
flow primarily for the purposes of promoting navigation and con- 
trolling floods. So far as may be consistent with such purposes, the 
board is authorized to provide and operate facilities for the genera- 
tion of electric energy at any such dam for the use of the Corpora- 
tion and for the use of the United States or any agency thereof, 
and the board is further authorized, whenever an opportunity is 
afforded, to provide and operate facilities for the generation of 
electric energy in order to avoid the waste of water power, to trans- 
mit and market such power as in this act provided, and thereby, 
so far as may be practicable, to assist in liquidating the cost or aid 
in the maintenance of the projects of the Authority. [49 Stat. 1076.] 

Sec. 10. The board is hereby empowered and authorized to 
sell the surplus power not used in its operations, and for operation 
of locks and other works generated by it, to States, counties, muni- 
cipalities, corporations, partnerships, or individuals, according to 
the policies hereinafter set forth; and to carry out said authority, 
the board is authorized to enter into contracts for such sale for a 
term not exceeding twenty years, and in the sale of such current 
by the board it shall give preference to States, counties, municipali- 
ties, and cooperative organizations of citizens or farmers, not 
organized or doing business for profit, but primarily for the pur- 
°i_®'^PPlying electricity to its own citizens or members: Pro- 
wactf, T.hat all contracts made with private companies or indivi- 
duals tor the sale of power, which power is to be resold for a profit. 
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shall contain a provision authorizing the board to cancel said con- 
tract upon five years’ notice in writing, if the board needs said 
power to supply the demands of States, counties, or municipalities. 
In order to promote and encourage the fullest possible use of elec- 
tric light and power on farms within reasonable distance of any 
of its transmission lines the board in its discretion shall have power 
to construct transmission lines to farms and small villages that are 
not otherwise supplied with electricity at reasonable rates, and to 
make such rules and regulations governing such sale and distribu- 
tion of such electric power as in its judgment may be just and equit- 
able : Provided further, That the board is hereby authorized and 
directed to make studies, experiments, and determinations to pro- 
mote the wider and better use of electric power for agricultural and 
domestic use, or for small or local industries, and it may cooperate 
with State governments, or their subdivisions or agencies, with 
educational or research institutions, and Avith cooperatives or other 
organizations, in the application of electric power to the fuller and 
better balanced development of the resources of the region [48 Stat. 
64]: Provided further. That the Board is authorized to include in 
any contract for the sale of power such terms and conditions, 
including resale rate schedules, and to provide for such rules and 
regulations as in its judgment may be necessary or desirable for 
carrying out the purposes of this Act, and in case the purchaser 
shall fail to comply with any such terms and conditions, or violate 
any such rules and regulations, said contract may provide that it 
shall be voidable at the election of the board : Provided further. 
That in order to supply farms and small villages with electric power 
directly as contemplated by this section, the board in its discretion 
shall have power to acquire existing electric facilities used in serving 
such farms and small villages: And provided further. That the terms 
"States,” “counties”, and “municipalities” as used in this Act shall 
be construed to include the public agencies of any of them unless 
the context requires a different construction. [49 Stat. 1076.] 

Sec. 11. It is hereby declared to be the policy of the Govern- 
ment so far as practical to distribute and sell the surplus power 
generated at Muscle Shoals equitably among the States, counties, 
and municipalities within transmission distance. This policy is 
further declared to be that the projects herein provided for shall be 
considered primarily as for the benefit of the people of the section 
as a whole and particularly the domestic and rural consumers to 
whom the power can economically be made available, and accord- 
ingly that sale to and use b}' industry shall be a secondary purpose, 
to be utilized principally to secure a sufficiently high load factor 
and revenue returns which will permit domestic and rural use at the 
lowest possible rates and in such manner as to encourage increased 
domestic and rural use of electricity. It is further hereby declared 
to be the policy of the Government to utilize the Muscle Shoals 
properties so far as may be necessary to improve, increase, and 
cheapen the production of fertilizer and fertilizer ingredients by 
carrying out the provisions of this Act. [48 Stat. 64-65.] 

Sec. 12. In order to place the board upon a fair basis for 
making^ such contracts and for receiving bids for the sale of such 
power, it is hereby expressly authorized, either from appropriations 
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made by Congress or from funds secured from the sale of such 
power, or from funds secured by the sale of bonds hereafter pro- 
vided for, to construct, lease, purchase, or authorize the construc- 
tion of transmission lines within transmission distance from the 
place where generated, and to interconnect with other systems. 
The board is also authorized to lease to any person, persons, or cor- 
poration the use of any transmission line owned by the Government 
and operated by the board, but no such lease shall be made that in 
any way interferes with the use of such transmission line by the 
board : Provided, That if any State, county, municipality, or other 
public or cooperative organization of citizens or farmers, not 
organized or doing business for profit, but primarily for the pur- 
pose of supplying electricity to its own citizens or members, or any 
two or more of such municipalities or organizations, shall construct 
or agree to construct and maintain a properly designed and built 
transmission line to the Government reservation upon which is 
located a Government generating plant, or to a main transmission 
line owned by the Government or leased by the board and under 
the control of the board, the board is hereby authorized and directed 
to contract with such State, county, municipality, or other organiza- 
tion, or two or more of them, for the sale of electricity for a term 
not exceeding thirty years; and in any such case the board shall 
give to such State, county, municipality, or other organization 
ample time to fully comply with any local law now in existence or 
hereafter enacted providing for the necessary legal authority for 
such State, county, municipality, or other organization to contract 
with the board for such power: Provided further. That all contracts 
entered into between the Corporation and any municipality or 
other political subdivision or cooperative organization shall pro- 
vide that the electric power shall be sold and distributed to the 
ultimate consumer without discrimination as between consumers 
of the same class, and such contract shall be voidable at the elec- 
tion of the board if a discriminatory rate, rebate, or other special 
concession is made or given to any consumer or user by the muni- 
cipality or other political subdivision or cooperative organization: 
And provided further. That as to any surplus power not so sold as 
above provided to States, counties, municipalities, or other said 
organizations, before the board shall sell the same to any person or 
corporation engaged in the distribution and resale of electricity for 
profit, it shall require said person or corporation to agree that any 
resale of such electric power by said person or corporatioii shall 
be made to the ultimate consumer of such electric power at prices 
that shall not exceed a schedule fixed by the board from time to 
time as reasonable, just, and fair; and in case of any such sale, if 
an amount is charged the ultimate consumer which is in excess 
of the price so deemed to be just, reasonable, and fair by the board, 
the contract for such sale between the board and such distributor 
•of electricity shall be voidable at the election of the board: And 
provided further , That the board is hereby authorized to enter into 
•contracts with other power systems for the mutual exchange of 
unused excess power upon suitable terms, for the conservation of 
6^ 66 1 emergency or break-down relief. [48 Stat. 
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Sec. 12a. In order (1) to facilitate the disposition of the sur- 
plus power of the Corporation according to the policies set forth 
in this Act; (2) to give effect to the priority herein accorded to 
States, counties, municipalities, and nonprofit organizations in 
the purchase of such power by enabling them to acquire facilities 
for the distribution of such power; and (3) at the same time to 
preserve existing distribution facilities as going concerns and avoid 
duplication of such facilities, the board is authorized to advise and 
cooperate with and assist, by extending credit for a period of not 
'exceeding five years to. States, counties, municipalities and non- 
profit organizations situated within transmission distance from any 
dam where such power is generated by the Corporation in acquiring, 
improving, and operating (a) existing distribution facilities and 
incidental works, including generating plants; and (b) interconnect- 
ing transmission lines; or in acquiring any interest in such facilities, 
incidental works, and lines. [49 Stat. 1076-1077.] 

Sec. 13. In order to render financial assistance to those States 
and local governments in which the power operations of the Cor- 
poration are carried on and in which the Corporation has acquired 
properties previously subject to State and local taxation, the board 
is authorized and directed to pay to said States, and the counties 
therein, for each fiscal year, beginning July 1, 1940, the following 
percentages of the gross proceeds derived from the sale of power 
by the Corporation for the preceding fiscal year as hereinafter 
provided, together with such additional amounts as may be pay- 
able pursuant to the provisions hereinafter set forth, said payments 
to constitute a charge against the power operations of the Corpora- 
tion: For the fiscal year (beginning July 1) 1940, 10 per centum; 
1941, 9 per centum; 1942, 8 per centum; 1943, 7J^ per centum; 
1944, 7 per centum ; 1945, 6 per centum ; 1946, 6 per centum ; 1947, 
5J4 per centum; 1948 and each fiscal year thereafter, 5 per centum. 
‘‘Gross proceeds", as used in this section, is defined as the total 
gross proceeds derived by the Corporation from the sale of power 
for the preceding fiscal year, excluding power used by the Corpora- 
tion or sold or delivered to any other department or agency of the 
Government of the United States for any purpose other than the 
resale thereof. The payments herein authorized are in lieu of taxa- 
tion, and the Corporation, its property, franchise and income, are 
hereby expressly exempted from taxation in any manner or form 
by any State, county, municipality, or any subdivision or district 
thereof. 

The payment for each fiscal year shall be apportioned among 
said States in the following manner: One-half of said payment shall 
be apportioned by paying to each State the percentage thereof 
which the gross proceeds of the power sales by the Corporation 
within said State during the preceding fiscal year bears to the 
total gross proceeds from all power sales by the Corporation during 
the preceding fiscal year; the remaining one-half of said payment 
shall be apportioned by paying to each State the percentage thereof 
which the book value of the power property held by the Corpora- 
tion within said State at the end of the preceding fiscal year bears 
to the total book value of all such property held by the Corporation 
on the same date. The book value of powder property shall include 
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that portion of the investment allocated or estimated to be allocable 
to power: Provided, That the minimum annual payment to each 
State (including payments to counties therein) shall not be less than 
an amount equal to the two-year [average of the State and local ad 
valorem property taxes levied against power property purchased 
and operated by the Corporation in said State and against that 
portion of reservoir lands related to dams constructed by or on 
behalf of the United States Government and held or operated by 
the Corporation and allocated or estimated to be allocable to power. 
The said two-year average shall be calculated for the last two tax 
years during which said property was privately owned and operated 
or said land was privately owned : Provided further, That the mini- 
mum annual payment to each State in which the Corporation owns 
and operates power property (including payments to counties 
therein) shall not be less than $10,000 in any case: Provided further, 
That the corporation shall pay directly to the respective counties 
the two-year average of county ad valorem property taxes (including 
taxes levied by taxing districts within the respective counties) upon 
power property and reservoir lands allocable to power, determined 
as above provided, and all payments to any such county within a 
State shall be deducted from the payment otherwise due to such 
State under the provisions of this section. The determination of the 
board of the amounts due hereunder to the respective States and 
counties shall be final. 

The payments above provided shall in each case be made to the 
State or county in equal monthly installments beginning not later 
than July 31, 1940. 

' Nothing herein shall be construed to limit the authority of the 
Corporation in its contracts for the sale of power to municipalities, 
to permit or provide for the resale of power at rates which may 
include an amount to cover tax-equivalent payments to the mynici- 
pality in lieu of State, county, and municipal taxes upon any dis- 
tribution system or property owned by the municipality or any 
agency thereof, conditioned upon a proper distribution by the muni- 
cipality of any amounts collected by it in lieu of State or county 
taxes upon any such distribution system or property; it being the 
intention of Congress that either the municipality or the State in 
which the municipality is situated shall provide for the proper dis- 
tribution to the State and county of any portion of tax equivalent 
so collected by the municipality in lieu of State or county taxes 
upon any such distribution system or property. 

The Corporation shall, not later than January 1, 1945, submit 
to the Congress a report on the operation of the provisions of this 
section, including a statement of the distribution to the various 
States and counties hereunder; the effect of the operation of the 
provisions of this section on State and local finances; an appraisal 
of the benefits of the program of the Corporation to the States and 
counties receiving payments hereunder, and the effect of such bene- 
fits in increasing taxable values within such States and counties; 
and such other data, information, and recommendations as may 
be pertinent to future legislation. [48 Stat. 66, as amended by 54 
Stat. 626-627.] 

Sec. 14. The board shall make a thorough investigation as to 
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the present value of Dam Numbered 2, and the steam plants at 
nitrate plant numbered 1, and nitrate plant numbered 2, and as 
to the cost of Cove Creek Dam, for the purpose of ascertaining how 
much of the value or the cost of said properties shall be allocated 
and charged up to (1) flood control, (2) navigation, (3) fertilizer, 
(4) national defense, and (S) the development of power. The find- 
ings thus made by the board, when approved by the President of 
the United States, shall be final, and such findings shall thereafter 
be used in all allocation of value for the purpose of keeping the book 
value of said properties. In like manner, the cost and book value of 
any dams, steam plants, or other similar improvements hereafter 
constructed and turned over to said board for the purpose of con- 
trol and management shall be ascertained and allocated. [48 Stat. 
66 .] 

The board shall, on or before January 1, 1937, file with Congress 
a statement of its allocation of the value of all such properties 
turned over to said board, and which have been completed prior 
to the end of the preceding fiscal year, and shall thereafter in its 
annual report to Congress file a statement of its allocation of the 
value of such properties as have been completed during the prece- 
ding fiscal year. 

For the purpose of accumulating data useful to the Congress 
in the formulation of legislative policy in matters relating to the 
generation, transmission, and distribution of electric energy and 
the production of chemicals necessary to national defense and useful 
in agriculture, and to the Federal Power Commission and other 
Federal and State agencies, and to the public, the board shall keep 
complete accounts of its costs of generation, transmission, and 
distribution of electric energy and shall keep a complete account 
of the total cost of generating and transmission facilities constructed 
or otherwise acquired by the Corporation, and of producing such 
chemicals, and a description of the major components of such 
costs according to such uniform system of accounting for public 
utilities as the Federal Power Commission has, and if it have none, 
then it is hereby empowered and directed to prescribe such uniform 
system of accounting, together with records of such other physical 
data and operating statistics of the Authority as may be helpful 
in determining the actual cost and value of services, and the prac- ’ 
tices, methods, facilities, equipment, appliances, and standards and 
sizes, types, location, and geographical and economic integration 
of plants and systems best suited to promote the public interest, 
efficiency, and the wider and more economical use of electric energy. 
Such data shall be reported to the Congress by the board from time 
to time with appropriate analyses and recommendations, and, so 
far as practicable, shall be made available to the Federal Power 
Commission and other Federal and State agencies which may be 
concerned with the administration of legislation relating to the 
generation, transmission, or distribution of electric energy and 
chemicals useful to agriculture. It is hereby declared to be the 
policy of this Act that, in order, as soon as practicable, to make 
the power projects self-supporting and self-liquidating, the surplus 
power shall be sold at rates which, in the opinion of the board, when 
applied to the normal capacity of the Authority’s power facilities, 
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will produce gross revenues in excess of the cost of production of 
said power and in addition to the statement of the cost of power at 
each power station as required by section 9 (a) of the "Tennessee 
Valley Act of 1933”, the board shall file with each annual report, 
a statement of the total cost of all power generated by it at all 
power stations during each year, the average cost of such power 
per kilowatt-hour, the rates at which sold, and to whom sold, and 
copies of all contracts for the sale of power. [49 Stat. 1077.] 

Sec. 15. In the construction of any future dam, steam plant, 
or other facility, to be used in whole or in part for the generation 
or transmission of electric power the board is hereby authorized 
and empowered to issue on the credit of the United States and to 
sell serial bonds not exceeding $50,000,000 in amount, having a 
maturity not more than fifty years from the date of issue thereof, 
and bearing interest not exceeding 3J4 per centum per annum. 
Said bonds shall be issued and sold in amounts and prices approved 
by the Secretary of the Treasury, but all such bonds as may be so 
issued and sold shall have equal rank. None of said bonds shall be 
sold below par, and no fee, commission, or compensation whatever 
shall be paid to any person, firm, or corporation for handling, 
negotiating the sale, or selling the said bonds. All of such bonds so 
issued and sold shall have all the rights and privileges accorded by 
law to Panama Canal bonds, authorized by section 8 of the Act 
of June 28, 1902, chapter 1302, as amended by the Act of December 
21, 1905 (ch. 3, sec. 1, 34 Stat. 5), as now compiled in section 743 
of title 31 of the United States Code. All funds derived from the 
sale of such bonds shall be paid over to the Corporation. [48 Stat. 
66-67.] 

Sec. 15a. With the approval of the Secretary of the Treasury, 
the Corporation is authorized to issue bonds not to exceed in the 
aggregate $50,000,000 outstanding at any one time, which bonds 
may be sold by the Corporation to obtain funds to carry out the 
provisions of section 12a of this Act. Such bonds shall be in such 
forms and denominations, shall mature within such periods not 
more than fifty years from the date of their issue, may be redeemable 
at the option of the Corporation before maturity in such manner 
as may be stipulated therein, shall bear such rates of interest 
not exceeding 3J4 per centum per annum, shall be subject to 
such terms and conditions, shall be issued in such manner and 
amount, and sold at such prices, as may be prescribed by the 
Corporation, with the approval of the Secretary of the Treasury: 
Provided, That such bonds shall not be sold at such prices or on such 
terms as to afford an investment yield to the holders in excess of 
3J4 per centum per annum. Such bonds shall be fully and uncondi- 
tionally guaranteed both as to interest and principal by the United 
States, and such guaranty shall be expressed on the face thereof, 
and such bonds shall be lawful investments, and may be accepted 
as security, for all fiduciary, trust, and public funds, the investment 
or deposit of which shall be under the authority or control of the 
United States or any officer or officers thereof. In the event that the 
Corporation should not pay upon demand, when due, the principal 
of, or interest on, such bonds, the Secretary of the Treasury shall 
pay to the holder the amount thereof, which is hereby authorized 
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to be appropriated out of any moneys in the Treasury not other- 
wise appropriated, and thereupon to the extent of the amount so 
paid the Secretary of the Treasury shall succeed to all the rights 
of the holders of such bonds. The Secretary of the Treasury, in his 
discretion, is authorized to purchase any bonds issued hereunder, 
and for such purpose the Secretary of the Treasury is authorized 
to use as a public-debt transaction the proceeds from the sale of any 
securities hereafter issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under 
such Act, as amended, are extended to include any purchases of 
the Corporation’s bonds hereunder. The Secretary of the Treasury 
may, at any time, sell any of the bonds of the Corporation acquired 
by him under this section. All redemptions, purchases, and sales 
by the Secretary of the Treasury of the bonds of the Corporation 
shall be treated as public-debt transactions of the United States. 
With the approval of the Secretary of the Treasury, the Corpora- 
tion shall have power to purchase such bonds in the open market 
at any time and at any price. No bonds shall be issued hereunder 
to provide funds or bonds necessary for the performance of any pro- 
posed contract negotiated by the Corporation under the authority 
of section 12a of this Act until the proposed contract shall have been 
submitted to and approved hy the Federal Power Commission. 
When any such proposed contract shall have been submitted to the 
said Commission, the matter shall be given precedence and shall 
be in every way expedited and the Commission’s determination 
of the matter shall be final. The authority of the Corporation to 
issue bonds hereunder shall expire at the end of five years from the 
date when this section as amended herein becomes law, except that 
such bonds may be issued at any time after the expiration of said 
period to provide bonds or funds necessary for the performance 
of any contract entered into by the Corporation, prior to the expira- 
tion of said period, under the authority of section 12a of this Act. 
[49 Stat. 1078.] 

Sec. 15b. No bonds shall be issued by the Corporation after 
the date of enactment of this section under section 15 or section 15a. 

Sec. 15c. With the approval of the Secretary of the Treasury 
the Corporation is authorized, after the date of enactment of this 
section, to issue bonds not to exceed in the aggregate $61,500,000. 
Such bonds may be sold by the Corporation to obtain funds which 
may be used for the following purposes only: 

(1) Not to exceed $46,000,000 may be used for the purchase 
of electric utility properties of the Tennessee Electric Power 
Company and Southern Tennessee Power Company, as con- 
templated in the contract bet\veen the Corporation and the 
Commonwealth and Southern Corporation and others, dated 
as of May 12, 1939. 

(2) Not to exceed $6,500,000 may be used for the purchase 
and rehabilitation of electric utility properties of the Alabama 
Power Company and Mississippi Power Company in the follow- 
ing named counties in northern Alabama and northern Missis- 
sippi: The counties of Jackson, Madison, Limestone, Lauder- 
dale, Colbert, Lawrence, Morgan, Marshall, De Kalb, Cherokee, 
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Cullman, Winston, Franklin, Marion, and Lamar in northern 
Alabama, and the counties of Calhoun, Chickasaw, Monroe, 
Clay, Lowndes, Oktibbeha, Choctaw, Webster, Noxubee, 
Winston, Neshoba, and Kemper in northern Mississippi. 

(3) Not to exceed $3,500,000 may be used for rebuilding, 
replacing, and repairing electric utility properties purchased 
by the Corporation in accordance with the foregoing provi- 
sions of this section. 

(4) Not to exceed $3,500,000 may be used for construct- 
ing electric transmission lines, substations, and other electrical 
facilities necessary to connect the electric utility properties 
purchased by the Corporation in accordance with the foregoing 
provisions of this section with the electric power system of the 
Corporation. 

(5) Not to exceed $2,000,000 may be used for making loans 
under section 12a to States, counties, municipalities, and non- 
profit organizations to enable them to purchase any electric 
utility properties referred to in the contract between the Cor- 
poration and the Commonwealth and Southern Corporation 
and others, dated as of May 12, 1939, or any electric utility 
properties of the Alabama Power Company or Mississippi 
Power Company in any of the counties in northern Alabama 
or northern Mississippi named in paragraph (2). 

The Corporation shall file with the President and with the Congress 
in December of each year a financial statement and complete report 
as to the expenditure of funds derived from the sale of bonds under 
this section covering the period not covered by any such previous 
statement or report. Such bonds shall be in such forms and denomi- 
nations, shall mature within such periods not more than fifty years 
from the date of their issue, may be redeemable at the option of 
the Corporation before maturity in such manner as may be stipu- 
lated therein, shall bear such rates of interest not exceeding 334 per 
centum per annum, shall be subject to such terms and conditions, 
shall be issued in such manner and amount, and sold at such prices, 
as may be prescribed by the Corporation with the approval of the 
Secretary of the Treasury: Provided, That such bonds shall not be 
sold at such prices or on such terms as to afford an investment 
yield to the holders in excess of 334 per centum per annum. Such 
bonds shall be fully and unconditionally guaranteed both as to 
interest and principal by the United States, and such guaranty shall 
be expressed on the face thereof, and such bonds shall be lawful 
investments, and may be accepted as security, for all fiduciary, 
trust, and public funds, the investment or deposit of which shall 
be under the authority or control of the United States or any officer 
or officers thereof. In the eyent that the Corporation should not 
pay upon demand when due, the principal of, or interest on, such 
bonds, the Secretary of the Treasury shall pay to the holder the 
amount thereof, which is hereby authorized to be appropriated 
out of any moneys in the Treasury not otherwise appropriated, and 
thereupon to the extent of the amount so paid the Secretary of the 
Treasury shall succeed to all the rights of the holders of such bonds. 
The Secretary of the Treasury, in his discretion, is authorized to 
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purchase any bonds issued hereunder, and for such purpose the 
Secretary of the Treasury is authorized to use as a public-debt 
transaction the proceeds from the sale of any securities hereafter 
issued under the Second Liberty Bond Act, as amended, and the 
purposes for which securities may be issued under such Act, as 
amended, are extended to include any purchases of the Corpora- 
tion’s bonds hereunder. The Secretary of the Treasury may, at 
any time, sell any of the bonds of the Corporation acquired by him 
under this section. All redemptions, purchases, and sales by the 
Secretary of the Treasury of the bonds of the Corporation shall be 
treated as public-debt transactions of the United States. With the 
approval of the Secretary of the Treasury, the Corporation shall 
have power to purchase such bonds in the open market at any time 
and at any price. None of the proceeds of the bonds shall be used 
for the performance of any proposed contract negotiated by the 
Corporation under the authority of section 12a of this Act until 
the proposed contract shall have been submitted to and approved 
by the Federal Power Commission. When any such proposed con- 
tract shall have been submitted to the said Commission, the matter 
shall be given precedence and shall be in every way expedited and 
the Commission’s determination of the matter shall be final. The 
authority of the Corporation to issue bonds under this section shall 
expire January 1, 1941, except that if at the time such authority 
expires the amount of bonds issued by the Corporation under this 
section is less than $61,500,000, the Corporation may, subject to 
the foregoing provisions of this section, issue, after the expiration of 
such period, bonds in an amount not in excess of the amount by 
which the bonds so issued prior to the expiration of such period is 
less than $61,500,000, for refunding purposes, or, subject to the 
provisions of paragraph (5) of this section (limiting the purposes 
for which loans under section 12a of funds derived from bond pro- 
ceeds may be made) to provide funds found necessary in the per- 
formance of any contract entered into by the Corporation prior 
to the expiration of such period, under the authority of section 12a. 
[53 Stat. 1083-1085.] 

Sec. 16. The board, whenever the President deems it advis- 
able, is hereby empowered and directed to complete Dam Num- 
bered 2 at Muscle Shoals, Alabama, and the steam plant at nitrate 
plant numbered 2, in the vicinity of Muscle Shoals, by installing 
in Dam Numbered 2 the additional power units according to the 
plans and specifications of said dam, and the additional power unit 
in the steam plant at nitrate plant numbered 2. [48 Stat. 67.] 

Sec. 17. The Secretary of War, or the Secretary of the Interior, 
is hereby authorized to construct, either directly or by contract 
to the lowest responsible bidder, after due advertisement, a dam 
in and across Clinch River in the State of Tennessee, which has 
by long custom become known and designated as the Cove Creek 
Dam, together with a transmission line from Muscle Shoals, ac- 
cording to the latest and most approved designs, including power 
house and hydroelectric installations and equipment for the genera- 
tion of power, in order that the waters of the said Clinch River may 
be impounded and stored above said dam for the purpose of in- 
creasing and regulating the fiow of the Clinch River and the Ten- 
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nessee River below, so that the maximum amount of primary 
power may be developed at Dam Numbered 2 and at any and all 
other dams below the said Cove Creek Dam: Provided, however, 
That the President is hereby authorized by appropriate order to 
direct the employment by the Secretary of War, or by the Secre- 
tary of the Interior, of such engineer or engineers as he may desig- 
nate, to perform such duties and obligations as he may deem proper, 
either in the drawing of plans and specifications for said dam, or 
to perform any other work in the building or construction of the 
same. The President may, by such order, place the control of the 
construction of said dam in the hands of such engineer or engineers 
taken from private life as he may desire: And provided further. 
That the President is hereby expressly authorized, without regard 
to the restriction or limitation of any other statute, to select attor- 
neys and assistants for the purpose of making any investigation 
he may deem proper to ascertain whether, in the control and man- 
agement of Dam Numbered 2, or any other dam or property owned 
by the Government in the Tennessee River Basin, or in the author- 
ization of any improvement therein, there has been any undue or 
unfair advantage given to private persons, partnerships, or corpora- 
tions, by any officials or employees of the Government, or whether 
in any such matters the Government has been injured or unjustly 
deprived of any of its rights. [48 Stat. 67.] 

Sec. 18. In order to enable and empower the Secretary of War, 
the Secretary of the Interior, or the board to carry out the authority 
hereby conferred, in the most economical and efficient manner, 
he or it is hereby authorized and empowered in the exercise of the 
powers of national defense in aid of navigation, and in the control 
of the flood waters of the Tennessee and Mississippi Rivers, con- 
stituting channels of interstate commerce, to exercise the right 
of eminent domain for all purposes of this Act, and to condemn 
all lands, easements, rights of way, and other area necessary in 
order to obtain a site for said Cove Creek Dam, and the fiowage 
rights for the reservoir of water above said dam, and to negotiate 
and conclude contracts with States, counties, municipalities, and 
all State agencies and with railroads, railroad corporations, com- 
mon carriers, and all public utility commissions and any other 
person, firm, or corporation, for the relocation of railroad tracks, 
highways, highway bridges, mills, ferries, electric-light plants, 
and any and all other properties, enterprises, and projects whose 
removal may be necessary in order to carry out the provisions of 
this Act. When said Cove Creek Dam, transmission line, and 
power house shall have been completed, the possession, use, and 
control thereof shall be entrusted to the Corporation for use and 
operation in connection with the general Tennessee Valley project, 
and to promote fiood control and navigation in the Tennessee River. 
[48 Stat. 67-68.] 

Sec. 19. The Corporation, as an instrumentality and agency 
of the Government of the United States for the purpose of executing 
its constitutional powers, shall have access to the Patent Office 
of the United States for the purpose of studying, ascertaining, and 
copying all methods, formulae, and scientific information (not 
including access to pending applications for patents) necessary to 
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enable the Corporation to use and employ the most efficacious and 
economical process for the production of fixed nitrogen, or any 
essential ingredient of fertilizer, or any method of improving and 
cheapening the production of hydroelectric power, and_ any owner 
of a patent whose patent rights may have been thus in any way 
copied, used, infringed, or employed by the exercise of this authority 
by the Corporation shall have as the exclusive remedy a cause of 
action against the Corporation to be instituted and prosecuted on 
the equity side of the appropriate district court of the United States, 
for the recovery of reasonable compensation for such infringement. 
The Commissioner of Patents shall furnish to the Corporation, at 
its request and without payment of fees, copies of documents on 
file in his office : Provided, That the benefits of this section shall not 
apply to any art, machine, method of manufacture, or composition 
of matter, discovered or invented by such employee during the time 
of his employment or service with the Corporation or with the 
Government of the United States. [48 Stat. 68.] 

Sec. 20. The Government of the United States hereby reserves 
the right, in case of war or national emergency declared by Con- 
gress, to take possession of all or any part of the property described 
or referred to in this Act for the purpose of manufacturing explo- 
sives or for other war purposes; but, if this right is exercised by the 
Government, it shall pay the reasonable and fair damages that may 
be suffered by any party whose contract for the ijurchase of electric 
power or fixed nitrogen or fertilizer ingredients is hereby violated, 
after the amount of the damages has been fixed by the United 
States Court of Claims in proceedings instituted and conducted 
for that purpose under rules prescribed by the court. [48 Stat. 68.] 

Sec. 21. (a) All general penal statutes relating to the larceny, 
embezzlement,, conversion, or to the improper handling, retention, 
use, or disposal of public moneys or property of the United States, 
shall apply to the moneys and property of the Corporation and to 
moneys and properties of the United States entrusted to the Cor- 
poration. 

(6) Any person who, with intent to defraud the Corporation, 
or to deceive any director, officer, or employee of the Corporation 
or any officer or employee of the United States (1) makes any false 
entry in any book of the Corporation, or (2) makes any false report 
or statement for the Corporation, shall, upon conviction thereof, 
be fined not more than $10,000 or imprisoned not more than five 
years, or both. 

(c) Any person who shall receive any compensation, rebate, 
or reward, or shall enter into any conspiracy, collusion, or agree- 
ment, express or implied, with intent to defraud the Corporation 
or wrongfully and unlawfully to defeat its purposes, shall, on con- 
viction thereof, be fined not more than $5,000 or imprisoned not 
more than five years, or both. [48 Stat. 68-69.] 

Sec. 22. To aid further the proper use, conservation, and ' 
development of the natural resources of the Tennessee River drain- 
age basin and of such adjoining territory as may be related to or 
materially affected by the development consequent to this Act, 
and to provide for the general -vs'elfare of the citizens of said areas, 
the President is hereby authorized, by such means or methods as 
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he may deem proper within the limits of appropriations made there- 
for by Congress, to make such surveys of and general plans for said 
Tennessee basin and adjoining territory as may be useful to the 
Congress and to the several States in guiding and controlling the 
extent, sequence, and nature of development that may be equitably 
and economically advanced through the expenditure of public 
funds, or through the guidance or control of public authority, all 
for the general purpose of fostering an orderly and proper physical, 
economic, and social development of said areas; and the President 
is further authorized in making said surveys and plans to cooperate 
with the States affected thereby, or subdivisions or agencies of such 
States, or with cooperative or other organizations, and to make 
such studies, experiments, or demonstrations as may be necessary 
and suitable to that end. [48 Stat. 69.] 

Sec. 23. The President shall, from time to time, as the work 
provided for in the preceding section progresses, recommend to 
Congress such legislation as he deems proper to carry out the 
general purposes stated in said section, and for the especial purpose 
of bringing about in said Tennessee drainage basin and adjoining 
territory in conformity with said general purposes (1) the maximum 
amount of flood control; (2) the maximum development of said 
Tennessee River for navigation purposes; (3) the maximum genera- 
tion of electric power consistent with flood control and navigation ; 
(4) the proper use of marginal lands; (5) the proper method of refor- 
estation of all lands in said drainage basin suitable for reforesta- 
tion; and (6) the economic and social well-being of the people living 
in said river basin. [48 Stat. 69.] 

Sec. 24. For the purpose of securing any rights of flowage, or 
obtaining title to or possession of any property, real or personal, 
that may be necessary or may become necessary, in the carrying 
out of any of the provisions of this Act, the President of the United 
States for a period of three years from the date of the enactment 
of this Act, is hereby authorized to acquire title in the name of the 
United States to such rights or such property, and to provide for 
the payment for same by directing the board to contract to deliver 
power generated at any of the plants now owned or hereafter owned 
or constructed by the Government or by said Corporation, such 
future delivery of power to continue for a period not exceeding 
thirty years. Likewise, for one year after the enactment of this 
Act, the President is further authorized to sell or lease any parcel 
or part of any vacant real estate now owned by the Governrnent 
in said Tennessee River Basin, to persons, firms, or corporations 
who shall contract to erect thereon factories or manufacturing estab- 
lishments, and who shall contract to purchase of said Corporation 
electric power for the operation of any such factory or manufacturing 
establisWent. No contract shall be made by the President for the 
sale of any of such real estate as may be necessary for present or 
future use on the part of the Government for any of the purposes of 
this Act. Any such contract made by the President of the United 
States shall be carried out by the board: Provided, That no such 
contract shall be made that will in any way abridge or take away 
the preference right to purchase power given in this Act to States, 
counties, municipalities, or farm organizations: Provided further, 
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That no lease shall be for a term to exceed fifty years: Provided 
further, That any sale shall be on condition that said land shall be 
used for industrial purposes only. [48 Stat. 69-70.] _ 

Sec. 25. The Corporation may cause proceedings to be in- 
stituted for the acquisition by condemnation of any lands, ease- 
ments, or rights of way which, in the opinion of the Corporation, 
are necessary to carry out the provisions of this Act. The proceed- 
ings shall be instituted in the United States district court for the 
district in which the land, easement, right of way, or other interest, 
or any part thereof, is located, and such court shall have full juris- 
diction to divest the complete title to the property sought to be 
acquired out of all persons or claimants and vest the same in the 
United States in fee simple, and to enter a decree quieting the title 
thereto in the United States of America. 

Upon the filing of a petition for condemnation and for_ the 
purpose of ascertaining the value of the property to be acquired, 
and assessing the compensation to be paid, the court shall appoint 
three commissioners who shall be disinterested persons and who 
shall take and subscribe an oath that they do not own any lands, 
or interest or easement in any lands, which it may be desirable for 
the United States to acquire in the furtherance of said project, 
and such commissioners shall not be selected from the locality 
wherein the land sought to be condemned lies. Such commissioners 
shall receive a per diem of not to exceed $15 for their services, 
together with an additional amount of $5 per day for subsistence 
for time actually spent in performing their duties as commissioners. 

It shall be the duty of such commissioners to examine into the 
value of the lands sought to be condemned, to conduct hearings 
and receive evidence, and generally to take such appropriate steps 
as may be proper for the determination of the value of the said lands 
sought to be condemned, and for such purpose the commissioners 
are authorized to administer oaths and subpoena witnesses, which 
said witnesses shall receive the same fees as are provided for wit- 
nesses in the Federal courts. The said commissioners shall there- 
upon file a report setting forth their conclusions as to the value 
of the said property sought to be condemned, making a separate 
award and valuation in the premises with respect to each separate 
parcel involved. Upon the filing of such award in court the clerk of 
said court shall give notice of the filing of such award to the parties 
to said proceeding, in manner and form as directed by the judge 
of said court. 

Either or both parties may file exceptions to the award of said 
commissioners within twenty days from the date of the filing of 
said award in court. Exceptions filed to such award shall be heard 
before three Federal district judges unless the parties, in writing, 
in person, or by their attorneys, stipulate that the exceptions may 
be heard before a lesser number of judges. On such hearing such 
judges shall pass de novo upon the proceedings had before the com- 
missioners, may view the property, and may take additional evi- 
dence. Upon such hearings the said judges shall file their own 
award, fixing therein the value of the property sought to be con- 
demned, regardless of the award previously made by the said com- 
missioners. 



APPENDICES 


287 


At any time within thirty days from the filing of the decision 
of the district judges upon the hearing on exceptions to the award 
made by the commissioners, either party may appeal from such 
decision of the said judges to the circuit court of appeals, and the 
said circuit court of appeals shall upon the hearing on said appeal 
dispose of the same upon the record, without regard to the awards 
or findings theretofore made by the commissioners or the district 
judges, and such circuit court of appeals shall thereupon fix the 
value of the said property sought to be condemned. 

Upon acceptance of an award by the owner of any property 
herein provided to be appropriated, and the payment of the money 
awarded or upon the failure of either party to file exceptions to the 
award of the commissioners within the time specified, or upon the 
award of the commissioners, and the payment of the money by the 
United States pursuant thereto, or the payment of the money 
awarded into the registry of the court by the Corporation, the 
title to said property and the right to the possession thereof shall 
pass to the United States, and ^e United States shall be entitled 
to a writ in the same proceeding to dispossess the former owner of 
said property, and all lessees, agents, and attorneys of such former 
owner, and to put the United States, by its corporate creature and 
agent, the Corporation, into possession of said property. 

In the event of any property owned in whole or in part by 
minors, or insane persons, or incompetent persons, or estates of 
deceased persons, then the legal representatives of such minors, 
insane persons, incompetent persons, or estates shall have power, 
by and with the consent and approval of the trial judge in whose 
court said matter is for determination, to consent to or reject the 
awards of the commissioners herein provided for, and in the event 
that there be no legal representatives, or that the legal represent- 
atives for such minors, insane persons, or incompetent persons shall 
fail or decline to act, then such trial judge may, upon motion, 
appoint a guardian ad litem to act for such minors, insane persons, 
or incompetent persons, and such guardian ad litem shall act to the 
full extent and to the same purpose and effect as his ward could 
act, if competent, and such guardian ad litem shall be deemed to 
have full power and authority to respond, to conduct, pr to maintain 
any proceeding herein provided for affecting his said ward. [48 
Stat. 70-71.] 

Sec. 26. Commencing July 1, 1936, the proceeds for each fiscal 
year derived by the board from the sale of power or any other pro- 
ducts manufactured by the Corporation, and from any other activi- 
ties of the Corporation including the disposition of any real or per- 
sonal property, ‘shall be paid into the Treasury of the United States 
at the end of each calendar year, save and except such part of such 
proceeds as in the opinion of the board shall be necessary for the 
Corporation in the operation of dams and reservoirs, in conducting 
its business in generating, transmitting, and distributing electric 
energy and in manufacturing, selling, and distributing fertilizer and 
fertilizer ingredients. A continuing fund of $1,000,000 is also 
excepted from the requirements of this section and may be withheld 
by the board to defray emergency expenses and to insure continuous 
operation: Provided, That nothing in this section shall be construed 
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to prevent the use by the board, after June 30, 1936, of proceeds 
accruing prior to July 1, 1936, for the payment of obligations law- 
fully incurred prior to such latter date. [48 Stat. 71, as amended 
by 49 Stat. 1079.] 

Sec. 26a. The unified development and regulation of the 
Tennessee River system requires that no dam, appurtenant works, 
or other obstruction, affecting navigation, flood control, or public 
lands or reservations shall be constructed, and thereafter operated 
or maintained across, along, or in the said river or any of its tributa- 
ries until plans for such construction, operation, and maintenance 
shall have been submitted to and approved by the board ; and the 
construction, commencement of construction, operation, or mainte- 
nance of such structures without such approval is hereby prohibited. 
When such plans shall have been approved, deviation therefrom 
either before or after completion of such structures is prohibited 
unless the modification of such plans has previously been sub- 
mitted to and approved by the board. 

In the event the board shall, within sixty days after their formal 
submission to the board, fail to approve any plans or modifications, 
as the case may be, for construction, operation, or maintenance of 
any such structures on the Little Tennessee River, the_ above re- 
quirements shall be deemed satisfied, if upon application to the 
Secretary of War, with due notice to the Corporation, and hearing 
thereon, such plans or modifications are approved by the said Secre- 
tary of War as reasonably adequate and effective for the unified 
development and regulation of the Tennessee River system. 

Such construction, commencement of construction, operation, 
or maintenance of any structures or parts thereof in violation of the 
provisions of this section may be prevented, and the removal or 
discontinuation thereof required by the injunction or order of any 
district court exercising jurisdiction in any district in which such 
structures or parts thereof may be situated, and the Corporation is 
hereby authorized to bring appropriate proceedings to this end. 

The requirements of this section shall not be construed to be a 
substitute for the requirements of any other law of the United 
States or of any State, now in effect or hereafter enacted, but shall 
be in addition thereto, so that any approval, license, permit, or 
other sanction now or hereafter required by the provisions of any 
such law for the construction, operation, or maintenance of any 
structures whatever, except such as may be constructed, operated, 
or maintained by the Corporation, shall be required, notwithstand- 
ing the provisions of this section. [49 Stat. 1079.] 

Sec. 27. All appropriations necessary to carry out the provi- 
sions of this Act are hereby authorised. [48 Stat. 71.] 

Sec. 28. That all Acts or parts of Acts in confiict herewith are 
hereby repealed, so far as they affect the operations contemplated 
by this Act. [48 Stat. 71.] 

Sec. 29. The right to alter, amend, or repeal this Act is hereby 
expressly declared and reserved, but no such amendment or repeal 
shall operate to impair the obligation of any contract made by said 
Corporation under any power conferred by this Act. [48 Stat. 72.] 
Sec. 30. That the sections of this Act are hereby declared to be 
separable, and in the event of any one or more sections of this Act, 
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or parts thereof, be held to be unconstitutional, such holding shall 
not affect the validity of other sections or parts of this Act. [48 Stat. 
72, as amended by 49 Stat. 1081.] 

Sec. 31. This Act shall be liberally construed to carry out the 
purposes of Congress to provide for the disposition of and make 
needful rules and regulations respecting Government properties 
entrusted to the Authority, provide for the national defense, im- 
prove navigation, control destructive floods, and promote interstate 
commerce and the general welfare, but no real estate shall be held 
except what is necessary in the opinion of the board to carry out 
plans and projects actually decided upon requiring the use of such 
land : Provided, That any land purchased by the Authority and not 
necessary to carry out plans and projects actually decided upon 
shall be sold by the Authority as agent of the United States, after 
due advertisement, at public auction to the highest bidder, or at 
private sale as provided in section 4 {k) of this Act. [49 Stat. 1080.] 
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